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AND LOBBYING’ 


MONDAY, OCTOBER 8, 1956 


Unrirtep States SENATE, 
Specra, Committee To Investicate Poxrrican ACTIVITIES, 
LopBYING, AND CAMPAIGN CONTRIBUTIONS, 
Washington, D.C. 


The special committee met at 10 a. m., pursuant to Senate Resolution 
219, 84th Congress, agreed to February 22, 1956, in room 357 of the 
Senate Office Building, Senator John L. McClellan (chairman) 
presiding. 

Present : Senators McClellan, Thye, and Goldwater. 

Present also: George Morris Fay, chief counsel; John J. McGovern, 
associate counsel; Paul E. Kamerick, chief investigator; Abraham K. 
Weber, assistant counsel ; John P. Burke, assistant counsel; and Vivien 
I. McConnell, chief clerk. 

The Caatrman. The special committee will be in order. 

(Members of the special committee present at the convening of the 
hearing were Senators McClellan, Thye, and Goldwater. ) 

The Cuatrman. Today the special committee is continuing with 
another 3-day series of hearings, which I announced at the September 
hearings would be scheduled for early October. 

I mentioned at that time that the committee was examining into a 
telegraphic campaign relating to legislation other than the Harris- 
Fulbright bill, which might become the subject of a future public 
hearing. Today we will go into this matter. It concerns telegrams 
sent from the metropolitan area of Boston in opposition to the George 
amendment broadening the social-security benefits. These telegrams 
were received by Senators Saltonstall and Kennedy last July from 
agents of the Jack C. O’Connor Agency. 

The committee is interested in determining— 

(a) Whether, and in what manner, these telegrams were in- 
spired by the Jack C. O’Connor Agency ; 

(6) Whether these telegrams reflected the true opinions of the 
senders concerning the social-security amendment ; 

(c) Whether any of the telegrams were sent without the know]- 
edge or consent of the alleged senders; 

__ (d@) Who paid for the telegrams ! 

_The committee will also hear testimony from a number of associa- 
tions as to their activities with respect to legislation. These associa- 
tions and groups are engaged in varied fields of activities. All were 


*Pages 1-612 of the committee’s hearings are published under the title “Oil and Gas 
Lobby Investigation.” 
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chosen from the registrations filed with the Secretary of the Senate. 
The appearance of these organizations in no way implies any improper 
action in their efforts. 

Such testimony will serve, among other things, to appraise the pub- 
lic and this committee of different patterns respecting their activities 
within the area of this committee’s jurisdiction of political activities, 
lobbying and campaign contributions. One of the functions of this 
committee is to me a recommendations to the Senate regarding needed 
amendments to the Federal Regulation of Lobbying Act, and whether 
to expand or narrow the scope of the act. 

The testimony elicited at these hearings will, of course, be of assist- 
ance to this committee in reaching conclusions on any needed changes 
in the Lobbying Act. 

We will also hear, during the course of the present series of hearings, 
from a number of college professors in the field of political science. 
Any criticisms, suggestions, or recommendations made by them on the 
problems receiving the committee’s consideration are, of course, their 
own and do not necessarily express any views of this committee. How- 
ever, the committee has asked them to voice their ideas at a public 
session for the benefit of the public as well as the committee. We ap- 
preciate their coming here and giving us the benefit of their knowledge 
and ideas on the subject matter under consideration. 

A schedule of associations and witnesses to be heard at the hearings 
this week has been released this morning. We hope to adhere to that 
schedule but it may be necessary to vary the order of witnesses. 

It will be recalled that in May of this year testimony was presented 
by Mr. Maston Nixon, chairman of the General Gas Committee, as to 
the activities of said committee in connection with legislation exempt- 
ing gas producers from Federal regulation. Mr. Nixon had informed 
the committee that he was leaving for Europe and that he desired to 
testify prior to his departure. The committee granted his request as 
an accommodation. Since his testimony, the records of the General 
Gas Committee have been examined by the staff and Mr. Nixon has 
agreed to return here and give further testimony. 

There does seem to be some conflict in Mr. Nixon’s testimony, and 
that which the record reveals since, and I think it is well that he 
return and make such explanations as he thinks proper. 

The work of this committee is continuing and further hearings will 
be scheduled from time to time. 

Are there any statements to be made? 

Senator Tuyr. I have none, Mr. Chairman. 


The CuarrMan. We will call the first witness, Counsel. 

Mr. Fay. Mr. John F. Lockwood, please. 

The Cuatrman. Mr. Lockwood, do you solemnly swear that the ev!- 
dence you shall give before this Senate special committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God! 

Mr. Locxwoop. So help me God. 

The Cuamman. Be seated, please. The committee is conducting 
these proceedings under S. Res. 219 and its adopted Rules of Procedure 
which will be made a part of the record at this point. 
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SENATE RESOLUTION 219 


(Agreed to February 22, 1956) 


Resolved, That there is hereby established a special committee which is 
authorized and directed to investigate the subject of attempts to influence im- 
properly or illegally the Senate or any Member thereof or any candidate there- 
for, or any officer or employee of the executive branch of the Government, through 
campaign contributions, political activities, lobbying, or any and all other activi- 
ties or practices. 

Sec. 2. (a) The special committee shall consist of 8 members to be appointed 
by the Vice President, 4 each from the majority and minority Members of the 
Senate, and shall, at its first meeting, to be called by the Vice President, select 
a chairman and vice chairman. 

(b) Any vacancy shall be filled in the same manner as the original appoint- 
ments. 

Sec. 3. (a) The special committee shall report to the Senate by January 31, 
1957, and shall include in its report specific recommendations (1) to improve and 
modernize the Federal Corrupt Practices Act, the Hatch Act, the Federal Regu- 
lation of Lobbying Act, and related laws; and (3) to insure appropriate adminis- 
trative action in connection with all persons, organizations, associations, or cor- 
porations believed to be guilty of wrongdoing punishable by law. 

(b) Upon the filing of its report the special committee shall cease to exist. 

Sec. 4. (a) For the purposes of this resolution the special committee is au- 
thorized to (1) make such expenditures from the contingent fund of the Senate; 
(2) hold such hearings; (3) sit and act at such times and places during the 
sessions, recesses, and adjournment periods of the Senate; (4) require by sub- 
pena or otherwise the attendance of such witnesses and production of such corre- 
spondence, books, papers, and documents; (5) administer such oaths; (6) take 
such testimony either orally or by deposition; (7) employ on a temporary basis 
such technical, clerical, and other assistants and consultants; and (8) with the 
prior consent of the executive department or agency concerned and the Commit- 
tee on Rules and Administration, employ on a reimbursable basis such execu- 
tive branch personnel as it deems advisable. 

(b) For the purpose of taking testimony the special committee may provide 
that fewer than 5 but not less than 2 members shall constitute a quorum, pro- 
viding that both the majority and minority are represented. 

Sec. 5. The expenditures authorized by this resolution shall not exceed 
$350,000 and shall be paid upon vouchers signed by the chairman of the special 
committee. 


RULES OF PROCEDURE FOR SPECIAL COMMITTEE TO INVESTIGATE CAMPAIGN 
CONTRIBUTIONS, LOBBYING, AND RELATED ACTIVITIES OR PRACTICES 


(Unanimously adopted by the special committee March 10, 1956.) 

1. No major investigation shall be initiated without approval of a majority 
of the committee. However, preliminary inquiries may be initiated by the com- 
mittee staff with the approval of the chairman of the comiittee. 

2. Subpenas for attendance of witnesses and the production of memorandums, 
documents, and records shall be issued by the committee chairman with prior 
notice to the vice chairman. In the event of disagreement between the chairman 
and vice chairman respecting the issuance of any subpena, the issue shall be 
presented promptly to the full committee for its determination. 

3. The chairman shall have the authority to call meetings of the committee. 
This authority may be delegated by the chairman to the vice chairman, or to any 
other member of the committee when necessary. The chairman shall not schedule 
any hearings, or series of hearings, outside the District of Columbia without 
giving at least 48 hours’ notice thereof to the members of the committee. Public 
hearings shall be ordered by a majority vote of the committee, 

_ 4. Should a majority of the membership of the committee request the chairman 
in writing to call a meeting of the committee, then, in the event the chairman 
should fail, neglect, or refuse to call such meeting within 5 days thereafter, such 
majority of the committee may call a meeting by filing a written notice thereof 
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with the vice chairman of the committee, who shall promptly call a meeting of the 
committee notifying each member of the committee in writing. 

5. All witnesses at public or executive hearings who testify to matters of fact 
shall be sworn. 

6. Counsel retained by any witness and accompanying such witness shall be 
permitted to be present during the testimony of such witness at any public or 
executive hearing, and to advise such witness while he is testifying, of his lega] 
rights; but this shall not be construed to excuse a witness from testifying in 
the event his counsel is ejected for contumacy or disorderly conduct; nor shal] 
this rule be construed as authorizing counsel to coach the witness, answer for 
the witness, or put words in the witness’ mouth. The failure of any witness to 
secure counsel shall not excuse such witness from attendance in response to 
subpena. 

7. Any witness desiring to read a prepared or written statement in executive 
or public hearings shall file a copy of such statement with the counsel or chair- 
man of the committee 24 hours in advance of the hearings at which the statement 
is to be presented. The comimittee shall determine whether such statement may 
be read or placed in the record of the hearing. 

8. A witness may request, on grounds of distraction, harassment, or physical 
discomfort, that during his testimony, television, motion picture, and other 
cameras and lights shall not be directed at him, such request to be ruled on by 
the committee members present at the hearing. 

9. An accurate stenographic record shall be kept of the testimony of all wit- 
nesses in executive and public hearings. The record of his own testimony 
whether in public or executive session shall be available for inspection by witness 
or his counsel under committee supervision; a copy of any testimony given in 
public session or that part of the testimony given by the witness in executive 
session and subsequently quoted or made part of the record in a public session 
shall be made available to any witness at his expense if he so requests. 

10. Interrogation of witnesses at committee hearings shall be conducted on 
behalf of the committee by members and authorized committee staff personnel 
only. , 

11. Any person who is the subject of an investigation in public hearings may 
submit to the chairman of the committee questions in writing for the cross- 
examination of other witnesses called by the committee. With the consent of 
a majority of the members of the committee present and voting, these questions 
shall be put to the witness by the chairman, by a member of the committee, or 
by counsel of the committee. 

12. Any person whose name is mentioned or who is specifically identified, and 
who believes that testimony or other evidence presented at a public hearing, 
or comment made by a committee member, or counsel, tends to defame him or 
otherwise adversely affect his reputation, may (a) request to appear personally 
before the committee to testify in his own behalf, or, in the alternative, ()) 
file a sworn statement of facts relevant to the testimony or other evidence or 
comment complained of. Such request and such statement shall be submitted to 
the committee for its consideration and action. 

13. All testimony and actions taken in executive session shall be kept secret 
and will not be released for public information without the approval of a 
majority of the committee. 

14. No committee report or document shall be released to the public in whole 
or in part without prior submission to and approval by a majority vote of the 
committee. 

In case the committee is unable to reach a majority decision, separate views 
or reports may be presented and printed if approved for release and publication 
by the chairman or vice chairman of the committee. 

15. Professional and clerical staff members shall be employed by a majority 
vote of the committee, without regard to political affiliations and solely on the 
basis of fitness to perform the duties of the office. Thereafter, the chairman 
shall certify staff appointments to the financial clerk of the Senate in writing. 

The services of any professional or clerical staff member so employed may 
be terminated at any time by a majority vote of the committee. 

Professional staff members shall not engage in any work other than committee 
business, and no other duties may be assigned to them. 
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16. All vouchers for the expenditures of money as provided in this resolution 
shall be submitted to the vice chairman before approval by the chairman. 

17. A quorum for the transaction of business, except as provided in subsection 
B of section 4 of Senate Resolution 219, shall consist of five members. 

18. These rules may be modified, amended, or repealed by a majority vote of the 
committee, providing 3 days’ written notice of such proposed change has been 
given to each member. 

19. When a record vote is taken in committee, on any resolution, motion, or 
other question, a majority of the members being present, a member who is unable 
to attend the meeting may submit his vote by proxy, in writing. 

Such proxy shall be addressed to the chairman or vice chairman and filed with 
the chief clerk. It shall be valid at the meeting or continuation of such meeting 
for which it is filed when it identifies the specific resolution, motion, or other 
question on which the member wishes his vote to be recorded. If the member 
wishes to grant a general proxy to any member to vote for him on any and all 
questions and issues that may properly come before the committee at such meet- 
ing, he shall specifically so provide. Such proxy shall then be counted officially 
in the final tabulation of that vote. 

The chief clerk shall insert all such proxies in the minutes of the meeting to 
which they are related as a permanent record. 

20. That any two members of the special committee shall constitute a quorum 
for the purpose of administering oaths and taking testimony in any given case 
or subject matter of inquiry before the special committee, providing that both 
the majority and the minority are represented. 


TESTIMONY OF JOHN F. LOCKWOOD, AN INVESTIGATOR OF THE 
SPECIAL COMMITTEE TO INVESTIGATE POLITICAL ACTIVITIES, 


LOBBYING, AND CAMPAIGN CONTRIBUTIONS, OF THE UNITED 
STATES SENATE 


Mr. Fay. Will you state for the record, your name, residence, and 


occupation, Mr. Lockwood ¢ 

Mr. Lockwoop. John F. Lockwood, 311 North Thomas Street, 
Arlington, Va. 

Mr. Fay. What is your occupation ? 

Mr. Locxwoop. I am an investigator of the special committee. 

Mr. Fay. How long have you been associated with the committee? 

Mr. Lockwoop. Since April 30, 1956. 

Mr. Fay. During the first part of September you undertook an 
assignment with regard to activities relating to the social security bill, 
H. R. 7225? 

Mr. Lockwoop. Yes, sir. 

Mr, Fay. Did you conduct an investigation with respect to these 
activities ? 

Mr. Lockwoop. Yes, sir. 

_ Mr. Fay. Will you explain to the committee the results of your 
investigation, setting forth the chronology, the interviews you had, and 
the substance of the interviews? 

Mr. Locxwoop. The staff of this committee received a group of tele- 
grams from Senator Kennedy and they were all related to the pro- 
posed amendments to the social-security law, which was up for action 
in the Senate at that time. A review and analysis of these telegrams 
reflected that 80 of them were sent from Boston by night letter over 
a 3-day period, July 11, 12, and 13. When the Senator acknowled 
these telegrams, three of the alleged senders replied indicating that 
they did not send the telegrams or authorize anyone to use their name. 





61S | CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


The text in the messages varied from the first to the last, but they 
all referred to H. R. 7225. One other thing was noted, the word 
“amendment” was misspelled consistently with a double “m” through- 
out. 

The Cuarmman. What was misspelled ? 

Mr. Lockwoop. “Amendment” with a double “m.” 

On July 11, this particular series started with a letter L alpha- 
betically, and on the 12th they started with the letter A, and on the 
13th, with the letter G. 

The Cuamman. What does that indicate to you? 

Mr. Lockwoop. It indicated a sort of pattern was established there 
and perhaps the names were taken from a roster of some kind, probably 
from an employee roster. In spite of the fact that all of these were 
night letters from Boston, so called, the senders’ addresses reflected 
they came from various cities and towns in the eastern part of Massa- 
chusetts, with Boston the sending point. A search of the city di- 
rectories that were available to us as to occupation of the alleged 
senders was made. It was noted that 17 out of 25 were listed as insur- 
ance people, insurance agents. 

The Cuarrman. Are there any further questions? 

Mr. Fay. If you will, just continue with your field investigation 
after having examined the telegrams. May I suggest at this time, 
also, Mr. Chairman, that this group of 80 telegrams from the files of 
Senator Kennedy be marked as “Exhibit No. 1.” 

The Cuatrman. Will you identify these telegrams as to which you 
have been testifying ? 

Mr. Lockwoop. Yes, sir. 

The Cuatrman. This is the group of telegrams? 

Mr. Lockwoop. Yes, sir. 

The CHarrman, There are some 80 of them, is that correct? 

Mr. Lockwoop. That is correct, sir. 

The Carman. They may be made exhibit No. 1 for reference. 

(Exhibit No. 1 will be found in the committee files.) 

Mr. Fay. At the same time, Mr. Lockwood, there were an additional 
80 duplicate telegrams in effect that were sent to Senator Saltonstall, 
is that correct ? 

Mr. Lockwoop. Yes, sir. 

Mr. Fay. Will you explain what you did? 

Mr. Locxwoop. A subpena was served on the Western Union officials 
at Boston, calling for their records, pertaining to these telegrams, and 
when they were produced it was reflected there was a total of 160—80 
te sent to Senator Kennedy, and 80 sent to Senator Salton- 
stall. 

The Cuatrman. The same senders? 

Mr. Locxwoop. The same senders; yes, sir. And the telegrams in 
uestion were charged to the Jack é O’Connor Agency, Boylston 
treet, Boston, Mass. 

The Cuarmman. They were all charged to the agency? 

Mr. Locxwoop. Jack C. O’Connor Agency; yes, sir. On each of the 

3 days, a typewritten list of messages as well as a typewritten list of 
senders was brought into the Western Union office, on Stewart Street, 
which insiidentalig is around the corner from the Jack C. O’Connor 
Agency. 
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The officials of the Western Union advised that the type of sending 
is what they refer to as book messages, where a group of telegrams 
are written out and a group of names to correspond. Each of the 
prepared messages had a number assigned to it as well as a correspond- 
ing number of the individual member list or sender list. In other 
words, the number “8” on the message list and the number “8” on the 
sender’s list were identical. 

Mr. Fay. Right at that point, Mr. Lockwood, if you will, please, I 
will ask the chairman if he will have these photostatic copies of the 
Western Union records marked as exhibit No. 2 for reference, please. 

The Cuatrman. Do you identify these photostatic copies as copies 
of the records of the telegraph company, with respect to the matter 
about which you have testified ? 

Mr. Locxwoopn. Yes, sir. 

The Cuatrman. They may be made exhibit No. 2 for reference. 

(Exhibit No. 2 will be found in committee files.) 

Mr. Fay. And, as exhibit No. 3, the check that was paid for the 
billing on these telegrams, will you identify that, Mr. Lockwood? I 
will ask that it be made exhibit No. 3 for reference in the record. 

The Cuarrman. What is the amount of the check ? 

Mr. Locxwoop. The amount is $179.30, made out to Western Union 
Telegraph Co., by Jack C. O’Connor, general agent. 

The Cuarmrman. That was a check given in payment for the tele- 
grams? 

Mr. Lockwoop. Yes, sir. 

Mr. Fay. Would you give the witness those telegrams and I would 
like to have him refer to just a few of them, to indicate to the com- 
mittee the substance of the messages that were sent to Senators Salton- 
stall and Kennedy. [A document was handed to the witness. ] 

The Cuamman. The check that was presented to the witness, a 
photostatic copy, will be made exhibit No. 3 for reference. 

(Exhibit No. 3 will be found in committee ont 

Mr. Lockwoop. As a sample of the telegrams that were sent out of 
Boston, the text : 

I am against Senator George’s amendment to H. R. 7225 because it will mean 
increased taxes. 


I am against H. R. 7225 because it is another step toward centralization of 
authority. 


I sell production and therefore H. R. 7225 would take away my livelihocd. 


Those are more or less samples of the text of the messages sent to 
both Senators. Identical messages were sent to Senator Kennedy and 
Senator Saltonstall. 

The Cuatrman. By the same sender? 

_ Mr. Locxwoop. Yes, sir, and from the same Western Union station 
in Boston. 

The Cuarrman. They just duplicated each message ? 

Mr. Lockwoop. Yes, sir, one to each Senator. 

Senator Gotpwater. Did I understand that all of these telegrams 
were sent from the same station ? 

Mr. Locxwoop. Yes, sir. 

Mr. Fay. Will you goright ahead ! 
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Mr. Locxwoop. Two of the original three people who had written 
denying that they had sent the telegrams were interviewed and ad- 
vised they had no idea as to who was responsible for using their 
name or sending the telegram. They stated that if it was anybody 
from the agency, they would have been contacted by the agency 
people. One of the three, however, stated that some inquiry had been 
made and that person was satisfied that it was probably instituted by 
the agency and maybe Mr. Stoddard, the sales manager, might have 
executed the campaign. 

As the investigation progressed, it was developed that Mr. Stoddard 
initiated the sending of these telegrams. After this phase of the 
investigation was completed, we talked to 22 people, including the 
three who originally had written in to the Senators denying sending 
the telegrams. One interview at this particular time was rather in- 
teresting. The person insisted that he personally had sent the mes- 
sage, described how it came about after attending a meeting at the 
agency office in Boston, and further described how he went to Western 
Union office which was around the corner from the agency, and sent 
the telegram. 

He stated he believed the agency reimbursed him for the particu- 
lar message but he could not recall how much. He examined the tele- 
gram bearing his name and after the examination indicated that that 
was the telegram that he sent and he was sure that it was the result 
of this meeting at the agency in Boston. This particular message is 
listed to a certain number which is on the senders’ list, and a number 
on the name list or on the message list. It happens to be No. 12 and 
it was sent on the 12th, and it is No. 12 on the other list which would 
indicate that it was sent in that particular group as a book message. 

It is rather difficult to understand how he could have sent it indi- 
vidually when it was included in this particular book group. 

The CHarrman. Is he here as a witness? 

Mr. Locxwoop. No, sir. Mr. Stoddard, the sales manager, was 
interviewed with his attorney present. ° 

Senator Gotpwatrr. Could that happen? Could not an individual 
rae be included in the book ? 

Mr. Locxwoop. Not the way this was set up, I would not say so, 
Senator ; no, sir. 

Senator Gotpwater. It would be impossible ? 

Mr. Locxwoop. Not impossible, but improbable. 

Senator Gotpwater. There is a possibility that it could have hap- 
pened the way he said ? 

Mr. Lockwoop. It is possible, but from the pattern established, I 
doubt it very much. 

Senator Gotpwater. I personally think that that could happen, 
through either a mistake on Western Union’s part or otherwise. 

Mr. Locxwoop. This particular message, as I indicated, is No. 12 
of a ——— messages submitted by the agency to the Western Union 

ple. No. 12 on the message side and the sender’s side are identical. 

n other words, message No. 12 was sent by sender No. 12 on the other 

list. So it is logical to assume that this individual did not send it 
himself because it was within that group on that particular day. 
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Senator Gotpwater. He testified that he did send it ! 
Mr. Locxwoop. That is right, sir. 2d bv 
Senator Gotpwater. And there is a possibility that an error could 


have happened, that would have allowed his telegram to get into 
the book ¢ 


Mr. Lockwoop. Yes, sir, there is a possibility. 

Mr. Fay. But on the return of the subpena to the Western Union, 
they did not furnish you with any individual message of the type, No. 
12 indicated was sent on that book message list. 

Mr. Lockwoop. No, sir, it was on the book message list, and No. 12 
was on the individual senders’ list by that individual, No. 12. 

Mr. Fay. Just trying to elaborate a little bit, there was no separate 
duplicate single message similar to No. 12 that was given to you by 
Western Union in response to our subpena / 

Mr. Lockwoop. No, sir. Mr. Stoddard, the sales manager, was 
interviewed with his attorney present and he admitted that he was 
eeponaais for the execution of the telegrams, that he sent as nearly 
as he could remember 75 to 80 over the 3-day period, to each Senator. 
Mr. Stoddard stated he was assisted in preparing the messages by two 
other employees of the agency. He also stated in many instances he 
had contacted the sales agents personally, explaining the position of 
the agency and what the agency was going to do as far as petitioning 
Congress was concerned. 

He received their permission to have their names signed to the 
telegrams. Mr. Stoddard further stated that a couple of days prior 
to the sending of the telegrams he contacted the various supervisors 
in the agency, again explaining the position on the amendment to 
the Social Security Act, and what the agency intended to do as far as 
petitioning Congress was concerned. He stated that he requested 
his supervisors to contact the respective sales agents in their districts, 
explain the proposed change in the social security law, and request 
permission to have their names, the sales agents’ names, signed to 
telegrams because the agency was going on record as opposing it. 

He admitted there was no prescribed form used as to how they 
should proceed to do it or any time limit other than it was assumed 
if he had not heard from them within 2 days, that permission was 
granted and, assuming that, he sent the names along on the telegrams. 

Mr. Stoddard stated he was at a loss to understand why anyone 
would object as it was understood in the insurance field that any 
amendment to the social security law would affect the income of in- 
surance agents. Mr. Stoddard stated that the Jack C. O’Connor 
Agency paid for the telegrams out of the agency funds. 

Mr. Fay. Did you, as a result of what Mr. Stoddard told you with 
respect to these supervisors having been requested to secure the names 
of the agents that were under them continue the field investigation ¢ 

Mr. Lockwoop. Yes, sir. 

Mr. Fay. What happened then ? 

Mr. Locxwoop. After the interview with Mr. Stoddard, we con- 
ducted further investigations, and five of his supervisors were inter- 
viewed. One stated in particular that he knew nothing about any 

84131572 
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telegram campaign, and had never heard anything about it and was 
not instructed to contact the agents in his respective district. 

The Cuairman. Is he here as a witness ? 

Mr. Lockxwoop. No, sir. 

Mr. Fay. In some instances where these individuals that were inter- 
viewed are not here as witnesses, although their testimony might be 
pertinent to this record, the reason was their physical inability to be 
here, sir? 

Mr. Lockxwoop. That is right, sir. 

Mr. Fay. That was true of this supervisor ? 

Mr. Locxwoop. That is right, sir. When he was advised that a 
telegram bearing his name had been received by Senator Kennedy and 
Senator Saltonstall, he again emphasized, “I did not send it and 
neither did I authorize anybody to do so.” Two other supervisors 
advised that they had no definite instructions as to contacting their 
men by any official of the agency. However, they admitted they dis- 
cussed the sending of the telegrams with Mr. Stoddard and agreed to 
their names being used on the telegrams. 

The other 2, the final 2, advised that they had discussed the matter 
with Mr. Stoddard and he had suggested to them that they in turn 
talk it over with their respective sales agents and get permission to 
use the name of the sales agents on these telegrams. They advised, 
however, that there was no time limit set, and in fact 1 supervisor 
said that as nearly as he could recall it was 3 weeks after Mr. Stod- 
dard has discussed this particular matter with him before he advised 
Mr. Stoddard that all of the agents had been contacted in his district 
and permission had been granted to use their names on telegrams. 

Mr. Fay. With respect to all of the supervisors that Mr. Stoddard 
had told you were to secure the names of their agents under them for 
permission to send these telegrams, the indications were that none 
of them that were interviewed had secured it before the telegrams 
were sent, and only 2 of the agents or 2 of the supervisors had at- 
tempted to secure such permission within 3 weeks thereafter? 

* Lockwoop. Within 3 weeks after discussing it with Mr. Stod- 
dard, that is right, sir. 

Mr. Fay. But with respect to the date of the sending, were you able 
to fix the date of the sending with respect to that preliminary inter- 
view with Mr. Stoddard and his supervisors ? 

Mr. Lockwoop. Fixing the date with what Mr. Stoddard told us 2 
days or so prior to the sending of the telegrams, and fixing the 
date of 3 weeks after discussing it, from a supervisor’s standpoint, 
«apparently the telegrams would then have been sent. 

Mr. Fay. That is what I wanted the record to show. 

Mr. Lockwoop. In addition to the 5 supervisors in this last phase 
of the investigation, 2 other employees were interviewed and one ad- 
vised that he did not send the telegram or authorize anybody to use 
his name in that respect. The other individual stated that Mr. Stod- 
dard had discussed it with him and he freely gave his permission to 
use his name. 

All told, 29 persons were interviewed, not including Mr. Stoddard, 
and 5 signed statements were taken, not counting the 3 original in- 


N 
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dividuals who had sent in letters to the Senators; 16 individuals gave 
their consent on the telegrams, and several stated they had not au- 
thorized their names to be used or did not send the telegrams but de- 
clined to sign statements for personal reasons of reprisal by super- 
visors, and so forth. 

It is also interesting to note that, in discussing the matter with some 
of these people, they volunteered the information that as far as they 
were concerned personally any broadening of the social security law 
would be an incentive to sell more insurance. They believed in free 
and open competition and any plans to change the social security law 
in the immediate future would not, in their opinion, be detrimental 
to the insurance business. 

In short, they indicated they were more or less in favor of changing 
the present social-security law. A few other telegrams and letters 
that were turned over to the staff by Senator Kennedy’s office did not 
reveal any particular pattern or pressure group. Most of these tele- 
grams and letters were urging the passage of the legislation or request- 
ing information from the individual sender’s standpoint as to how 
the change might affect them as individuals. 

Mr. Fay. So that, as far as the block telegrams were concerned, it 
was clear that these 80 were inspired, 80 telegrams sent by this Jack C. 
O’Connor Agency? 

Mr. Lockwoop. Yes, sir. 

Mr. Fay. Now, from your investigation, you secured some signed 
statements from some of these witnesses that you interviewed ? 

Mr. Lockwoop. Yes, sir. 

Mr. Fay. And we have approximately how many signed statements 
of witnesses who said that they would testify, if necessary, that they 
had not authorized the sending of the telegram and did not condone it ? 

Mr. Lockwoop. We have 5, sir, in addition to the 3 original people 
who wrote to the Senators. 

The Cuarrman. You spoke of another group, and I did not quite 
understand you there. You said several of them, if I am not mistaken, 
you said several of them denied having sent the telegrams and denied 
having authorized their being sent or knowing that they were sent, 
but they did not want to testify to that effect for personal reasons. 

Mr. Lockwoop. Yes, sir. 

The Cuarrman. In other words, they anticipated some reprisal from 
the employer? 

Mr. Lockwoop. Yes, sir. 

The Cuarrman. Is that what they indicated to you? 

Mr. Locxwoop. That is what they indicated to me. 

The Cuarrman. They asked to be excused from testifying ? 

Mr. Lockwoop. And they refused tosignastatement. 

The CHatrman. How many were in that number ? 

Mr. Locxwoop. Eight, I believe, sir. 

The Cyarrman. That is in addition to the other eight that you 
referred to? . 

Mr. Lockwoop. Yes, sir. 

The Cuatrman. Do you have their names? 

Mr. Lockwoop. Yes, sir; the names are in the memorandum. 
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The Cuatrman. We will just withhold those for the present from 
the record, and they will be made available to members of the com- 
mittee, of course. 

Mr. Fay. I believe that is all, Mr. Chairman. 

Senator Turse. How did the committee obtain possession of Senator 
Kennedy’s files? 

Mr. Locxwoop. They were turned over to me, sir, and I assume they 
were forwarded to the committee by channels; I have no idea. 

Senator Ture. I believe the record should show in what manner 
the Senator’s files did come to the committee. 

Mr. Lockwoop. It was voluntary so far as I know; they were for- 
warded to us. 

The Cuarrman. Can any member of the staff make a statement’ 

Mr. Fay. For the record, Senator Thye, as the result of a request 
to the members of the Senate by this committee, we specifically have 
available their files in connection with any excessive number of tele- 
grams that were received. Senator Kennedy informed me that his 
files did contain on this particular piece of legislation, this group of 
80 telegrams, and we were at liberty to review them to determine 
whether or not they were authorized telegrams or, as indicated by 
Mr. Lockwood, instigated by one person. 

Senator Ture. And other Senators’ files were likewise made avail- 
able to the committee and the committee’s staff to indicate whether 
there were any facts or any procedures or lobby activities that needed 
checking. I wanted the record to reflect that Senator Kennedy did 
not in any sense bring in the file and say, “Investigate this.” It was 
a question of this committee’s endeavor and therefore they had 
requested of all of the Senators to disclose their files if they felt there 
was any need for the committee’s examination. 

Mr. Fay. That is correct. 

Senator Ture. Thank you. 

Senator Gotpwater. How many other Senators have sent in files? 

Mr. Fay. There were several others, and they are still presently 
under discussion, Senator Goldwater. Also of interest is that there 
was one incident with respect to one of the committees, and the com- 
mittee chairman, at the request of our chairman, made those particular 
files available, and they are still under study. 

The Cuarrman. Are there any further questions? 

Mr. Fay. I have no further questions. 

The Cuarrman. Thank you very much, Mr. Lockwood. Who is 
the next witness? 

Mr. Fay. Mrs. Grace M. Dahl, will you come around ? 

The CuHarrMan. Do you solemnly swear that the evidence you shall 
give before this Senate special committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 
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TESTIMONY OF MRS. GRACE M. DAHL, INSURANCE AGENT, 
JACK C. O’CONNOR AGENCY 


Mrs. Dant. I do. 

The CuarrMAn. Will you be seated, please? 

Mr. Fay. Mrs. Dahl, would you state your name, residence, and 
occupation, please ? 

Mrs. Dani. Grace M. Dahl, 223 Harvard Avenue, Allston. 

Mr. Fay. Your occupation. 

Mrs. Danu. Insurance agent. 

Mr. Fay. Are you associated with the Jack C. O'Connor Agency ? 

Mrs. Dann. Yes, sir. 

Mr. Fay. I would like to have identified for the record, Mr. Chair- 
man, the telegram, and a letter in the handwriting of Mrs. Dahl, and 
the response from Senator Kennedy, if they could be made as one 
exhibit. 

The Cuatrman. I hand you here, Mrs. Dahl, what purports to be 
a written telegram dated July 12, 1956, addressed to Senator John 
F. Kennedy, and signed, “Grace Dahl,” 223 Harvard Street, Allston, 
Mass. I ask you to examine that and see if you identify it, and state 
whether or not you sent such a telegram or authorized it to be sent. 

Mrs. Daut. I did not send that telegram. 

The CuHairman. What did you do after you had knowledge that it 
had been sent, and how did you get knowledge of it having been sent? 

Mrs. Dant. When I first got a letter from Senator Saltonstall, I was 
puzzled because he did not discuss the content of the communication, 
and he only mentioned a number and I wondered what it was about. 
A few days later when I got a letter from Senator Kennedy, he did 
diseuss the content and I was amazed and so I promptly sat down and 
wrote him straightening him out where I stood, and congratulatin 
him on his stand and stating that I had not sent the telegram and 
would like to know who did, and I did not think it was anyone who 
knew me very well because they had made a slight error in my address, 
and this should be Harvard Avenue, and not Harvard Street, and 
could I have a copy of the original communication. 

The Cuarrman. Do you have the letter that you received from 
Senator Kennedy ? ° 

Mrs. Dann. I do. 

The Cuarrman. Would you recognize this document as a carbon 
copy of it and I will ask you if you also recognize the letter attached 
to it addressed to Senator Kennedy on July 21? I think you will be 
able to recognize those. 

Mrs. Daun. Yes; that is it. 

The CHairmMan. What is the top letter that you have there? 

Mrs. Daut. This is a copy of Senator Kennedy’s reply to my letter. 

The Cuarrman. To your wire? 

Mrs. Dau. Oh, no, to my letter. 

The Cuarrman. To your letter? 

Mrs. Dauu. Yes, and I sent no wire. 

The Cuatrman. All right, you had sent no wire, but when you found 
out that Senator Kennedy and Senator Saltonstall had received wires 
from you, you wrote Senator Kennedy ? 

Mrs. Dann. And Senator Saltonstall. 
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The Cuarrman. Do you have the letter there which you wrote Sena- 
tor Kennedy ? 

Mr. Daut. Yes: it is here. 

The Cuarrman. What is the date of the letter ? 

Mrs. Dau. The date is July 19. 

The Cuarrman. Do you have any objection to that letter being made 
a part of the record ? 

Mrs. Danu. None whatsoever. 

The Cuairman. All right. they may all three be made a part of the 
record at this point, as exhibit No. 4. 

(Exhibit No. 4 follows :) 


Boston, Mass., July 12, 1956. 
Senator Joun F. KENNEDY, 
Senate Office Building, Washington, D. C.: 


The amendment to H. R. 7225 would destroy the incentive and productivity 
of this country. 
Grace DAHL, 
223 Harvard Street, Aliston, Mass. 


ALLSTON, MASS., July 19, 1956. 

My Dear SENATOR: I was astounded to receive yours of July 15 thanking me 
for my recently expressed opposition to H. R. 7225. 

Another such letter from Senator Saltonstall leads me to believe that someone 
is using my name to further their own ends. You see, I never wrote any such 
letters. If I had, the sentiments expressed would have been vastly different. 
Allow me to congratulate you on your firm stand on this matter and to express 
my satisfaction that the legislation has gone through. 

I don’t suppose it would be possible for me to see that original letter at this 
late date? 

I rather fancy that my name was taken from the phone book since I am 
addressed as Miss instead of Mrs. and the address is 223 Harvard Street instead 
of Harvard Avenue as it should be. 

If this is what happened it is a despicable practice and I wish there was some 
way it could be run to earth. 

Sincerely yours, 
(Mrs.) Grace W. Da#t. 


UnttTep STATES SENATE, 
July 23, 1956. 
Mrs. GRACE M. DAHL, 
223 Harvard Avenue, Allston, Mass. 


DEAR Mrs. DAHL: I have your letter of July 19 expressing surprise at my letter 
to you of July 15 concerning H. R. 7225, the bill to amend the Social Security Act. 

For your information I am enclosing a copy of the telegram I received, dated 
July 12 and signed with your name and address. I, too, am most surprised to 
discover that apparently someone has improperly used your name, and I am 
taking the liberty of forwarding the original telegram, together with your letter, 
to the special committee established by the Senate to inquire into improper 
efforts to influence legislation. 

I appreciate very much your having taken the time to write me about this 
matter and can assure you that the Lobbying Committee will be asked to inquire 
into this particular instance. If you have any information that you feel might 
be helpful, I would be grateful if you would forward it to me. 

With every good wish, I am, 

Sincerely yours, 
JOHN F’. KENNEDY. 

Mr. Fay. Will you give the witness her letter there? Would you 
tell the committee the substance of your letter to Senator Kennedy, 


and you need not read the whole thing, but just tell us what your 
response was ¢ 
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Mrs. Dan. I have practically done so now. I was astonished at 
having had any letter from him thanking me for a communication 
which I had not sent or words to that effect, and that I had had one 
from Senator Saltonstall, that leads me to believe that someone was 
using my name to further their own ends. If I had sent them, the 
sentiments expressed would have been vastly different. 

Mr. Fay. What was that vastly different expression ? 

Mrs. Danu. I am for the extension of social security. 

The CuatrMan. In other words, the telegram as it was sent was not 
only sent without your authority and knowledge and enact but 
it conveyed an erroneous impression to the Senator of your position 
on the legislation that was under consideration ¢ 

Mrs. Dant. Definitely. 

The CHatrMan. Your position would have been just the opposite 
to that reflected by the telegram ? 

Mrs. Dan. That isso. 

The Cuoamman. Are there any further questions ¢ 

Senator Ture. I have none. 

The Cuamman. Thank you very much, Mrs. Dahl. 

Justa moment. Do you know who sent the telegram / 

Mrs. Dan. I do not. 

The Cuatrman. Do you know who used your name without your 
permission ? 

Mrs. Danw. I do not. 

The CuarrmMan. You are not happy about it, are you? 

Mrs. Daun. No. 

The Cuatrman. Thank you. 

All right, call the next witness. 

Mr. Fay. Mr. Francis T. Burke. 

The Cuamman. Do you solemnly swear that the evidence you shall 
give before this Senate special committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Burke. I do. 


TESTIMONY OF FRANCIS T. BURKE, PART-TIME INSURANCE AGENT, 
JACK C. 0’CONNOR AGENCY 


4 


Mr. Fay. Mr. Burke, will you state your name, residence, and occu- 
pation for the record, please, sir ? 

Mr. Burke. Franics T. Burke, 14 Oakland Street, Salem, Mass. 

Mr. Fay. Your occupation, sir? 

Mr. Burke. Well, I am just a part-time insurance agent, and I am 
also in the real-estate and construction business. 

Mr. Fay. As an insurance agent, you have been associated with the 
Jack O’Connor Agency, sir? 

Mr. Burke. Yes, sir. 

Mr. Fay. I would like, if the chairman please, to have this tele- 
gram and statement marked for identification for the record and 
shown to the witness. 

The Cuarrman. The Chair will ask you to examine the telegram 
and state if you have any knowledge about this telegram, whether you 
sent it or authorized it to be sent. 

Mr. Burke. I never authorized it to be sent, without looking at it. 
Thad nothing to do with it. 
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The Cuarrman. What is the telegram, just read it into the record. 
Mr. Burke. Do you want the address ? 
Senator KeEnNepy, 
Senate Office Building: 

Citizens should have the right to buy insurance if desired and not have it 

forced upon them. Vote against the amendment to Senator George’s H. R. 7225. 
FRANCIS BURKE, 
14 Oakland Street, Salem, Mass. 

I did not know a thing about it. 

The Cuatrrman. You did not know anything about it ? 

Mr. Burke. Nothing about it. 

The CHarrman. When did you first find out that your name had 
been used in this manner ¢ 

Mr. Burke. Well, I was visited by an FBI agent. 

The Cuarrman. Visited by whom ? 

Mr. Burke. An FBI agent, and I received the different letters and 
I did not take them too seriously, and I suppose 

The CuarrmMan. What do you mean, different letters? From the 
Senator’s acknowledging receipt of your wire ? 

Mr. Burke. Yes, and my family was in New Hampshire at the time 
and I would come right back to Salem every morning and I would pick 
up my mail, and I would open up the important mail, and the other 
I would lay aside until probably the evening hours, when I would 
have more time to look at them. I noticed the sealed envelope from 
Congressman Bates, the first one I received, and I opened it up and 
took a hurried look at it and he was thanking me very much for my 
interest in a bill and I did not even remember, or I do not remember 
the bill number. But I just put it back in the envelope and I said, 
“That is a funny thing, I will have to sit down and write to Bill 
Bates”—I am acquainted with him—“and inform him that I never 
took the time to write to him in regard to any bill.” I realize I 
should, but I never did. 

Two or three days later I received one from Senator Saltonstall 
and I opened it up and it was along the same lines and I began to 
wonder what was going on. I said, “Somebody must be using my 
name. 

Then I received one a few days afterward from Senator Kennedy, 
and I was just amazed about the entire matter. A good many times 
I would think about it in the days following and then I was visited, 
as I say, by a gentleman from the FBI and his first question after 
showing his credentials was, “Did you ever receive any letters from 
any Senators or any Congressmen?” And I said, “Yes.” I. said, 
“T received 1 from Bates, and 1 from Saltonstall, and from Kennedy.” 

“Did you ever authorize anybody to send them a message?” 

And I said, “No; I never authorized anybody to send them.” 

He asked me to sign a statement to that effect. I said, “Sure, I 
would be glad to, but I would like to have you, or I wish you would 
let me know who was using my name.” 

The Cuarrman. Let you know what? 

Mr. Burke. I said, “I wish you would let me know who was using 
my name without authority.” 

After he left, after I signed the statement, I figured the matter was 
all set, and all finished, and then I had a visit from a deputy United 
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States marshal and he handed me a subpena to appear before this 
hearing. But it was very upsetting, I would say, all along. After 
all, it is a very upsetting thing to go through this. There is a certain 
amount of publicity, and there is a certain amount of notoriety, and 
Il am a member of the Salem School Committee there, and it is the 
highest office that a citizen of any city can bestow upon a man. To 
have all of the newspaper stories and the rumors, it has been very 
upsetting. 

The CHamman. Mr. Burke, there is nothing pleasant about our 
task either, but we do feel it is our duty to clear up these matters. 

Mr. Burke. I know you do. ; 

The Cuamrman. To develop the facts, and to expose these practices 
that I think most anyone would condemn in order that the Congress 
not be imposed upon and privileges not taken with private citizens 
to convey a false impression that might mislead and might deceive 
those who are undertaking to legislate for the good of the country. 

Mr. Burke. You are right, Senator. It should be investigated. 
I agree with you. 

Ben CuHatRMAN. You do not mean the committee has done any- 
thing 

Mr. Burke. No; but the newspapers never seem to get anything 
right, and I know in the past we have had this trouble. It has been in 
the Lawrence papers and you would be surprised, anybody in public 
life today—if the newspapers would only clarify it. I know in my 
visits downtown, even to the barbershop, they say, “Good luck, I hope 
you make out all right.” And I said, “I am going to Washington 
and I am a Government witness.” But there is so much talk. We 
just had an investigation there in the State on communism. I feel 
as though I know you from looking at you on television. You were 
connected with the McCarthy committee, and I mean a lot of people 
connect itup. You understand what I mean. 

If I was working in a factory, or something like that, they probably 
would say, “All right,” but when you are in public life today, after 
all the citizens of a city, they are not all with you, and there is always 
a certain amount of people who say, “Well, all right, they have canal 
up with him. He has been doing something out of the way.” 

So it is not only embarrassing to have the telegrams serit—— 

The CuHarrman. I hope the papers. in your hometown will publish 
what.you have said, and the einir wishes to state on behalf of the 
committee, and I think my colleagues will fully agree with me, that 
we appreciate your cooperation. We think that you are renderin 
a public service by coming here and testifying to these facts. I thin 
those who engage in this practice ought to be exposed, and that the 
Congress should take some action in the future to prevent this re- 
currence, 

Mr. Burke. I agree with you. 

The CHamman. That is our purpose, and it is not to embarrass 
anybody. Certainly not those of you who come here as witnesses and 
give facts refuting what appears to be the record on the face of it— 
that you have sent telegrams endorsing legislation which you have 
not sent and did not even know that the telegrams were being sent. 


I think this comes within the purview of the responsibility of this 
committee. 
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We are going to develop the practices that now prevail in the lobby- 
ing field and we ought to get them out in the open and take a look at 
them, and those that are not proper we should legislate against them. 
I personally, and I know the members of the committee, appreciate 
your presence and your cooperation. I think that you should be 
commended for it by the press and the public at large. No one should 
condemn or criticize. 

Now the Chair would like to ask you this: You say that you gave 
a statement and I will ask you if you can identify the statement which 
I pass to you as the statement which you gave to a member of the staff 
of the committee here. 

Mr. Burke. That is correct. 

The Cuatrman. That statement and the telegram will be marked 
“Exhibit No. 5” and made a part of the record.) 

(Exhibit No. 5 follows:) 


Boston, Mass., July 12, 1956. 
Senator JoHNn F. KENNEpy, 


Senate Office Building, Washington, D. C.: 
Citizens should have the right to buy insurance if desired, and not have it 


forced upon them. Vote against the amendment of Senator George’s to H. R. 
7225. 


FRANCIS BURKE, 
14 Oakland Street, Satem, Mass. 


Satem, Mass., September 10, 1956. 
Senator Jonn L. MoCLeLLan, 
Special Committee, Washington, D. C.: 


On this date I examined a telegram shown to me on this date by John F. Lock- 
wood, a member of your staff. The telegram was dated July 12, 1956, and my 
name and address appeared on it. 

The message was directed to Senator John F. Kennedy. I want to go on record 
in writing, that I did not send this telegram, nor did I authorize anyone to use 
my name in this respect. 

Francis T. BURKE. 

Witness: 

JOHN F. Lockwoop. 

The Cuatrman. Now, you referred in your testimony, Mr. Burke, 
to the fact that you had talked toan FBI man. Are you sure whether 
it was an FBI man or whether it was a member of the staff of this 
committee who was formerly with the FBI? 

Mr. Burxe. I noticed on his credentials, I thought it was FBI, or 
Federal Bureau of Investigation. 

The Cuarrman. Did you talk to anyone on this staff? Do you see 
here Mr. Lockwood who testified ? 

Mr. Burke. If he stood up, I might identify him. 

The Cuarmman. Is Mr. Lockwood in the room ? 

You said in the record that you talked to the FBI, and I wondered 
if you remember talking to a man of the staff. 

r. Burke. I thought that you mentioned the FBI. 

Mr. Joun F. Lockwoop (an investigator of the special committee). 
No, sir, I identified myself as a member of the staff of this committee, 
and showed you my credentials. 

The CuHarrman. He is the one that you had reference to? 

Mr. Burke. That is right. 

The Cuarrman. Are there any further questions? 
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Mr. Fay. Does this telegram reflect your true opinion of the social 
security amendment ? 

Mr. Burxe. My opinion? No. I was very happy to see the age 
lowered to 50. 

Mr. Fay. Why are you saying that? Will you explain what your 
thinking is on that subject ? 

Mr. Burke. I think it is difficult for a lot of men over 50 to get as 
many positions in industry, and I feel after you are passed 50 you 
should be able to enjoy your life a little more. That is my opinion. 
If you happen to be disabled, and I think I understand the law, if 
you are disabled after the age of 50 and you are disabled for a period of 
6 months then you are taken care of. I think it is a very good law, 
and I feel badly that anybody has tried to stop something like that 
from becoming a law. 

Mr. Fay. The telegram in no sense evidenced your views on the 
particular bill? 

Mr. Burke. Absolutely not. 

Mr. Fay. Did you have any knowledge of the bill itself as far as 
the number was concerned, 72254 Had you ever heard of that before 
you had seen the telegram ? 

Mr. Burxe. In the papers, I had followed it along, and I was hop- 
ing all of the time that it would become law. 

Mr. Fay. Now, what is your knowledge as to who sent that tele- 
gram ¢ 
“Mr. Burke. I had no knowledge. As I say, from the time Mr. 
Lockwood visited me I was naturally excited about it, and I think that 
I lost weight during the next couple of weeks wondering about the 
entire thing. Of course, I could stand it. But I think it is some- 
thing upsetting, it really is. 

Mr. Fay. Have you talked to anyone in the agency since? 

Mr. Burke. Nobody has contacted me at all. 

Mr. Fay. And there is no remembrance on your part of any con- 
versation with the head of your agency, that he wanted permission 
to use your name? 

Mr. Bure. No. 

Mr. Fay. Now, you mentioned that you received a letter from Con- 
gressman Bates. Was that on the same subject matter ? ° 

Mr. Burke. The same subject matter. 

Mr. Fay. On the same bill? 

Mr. Burke. Yes. 

Mr. Fay. That is all of the questions I have, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Burke. 

The next witness. 

Mr. Fay. Mr. Donald Brown, please. 

The CuHamman. Do you solemnly swear that the evidence you 
shall give before this Senate special committee shall be the truth, 
the whole truth and nothing but the truth, so help you God ? 

Mr. Brown. I do. 
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TESTIMONY OF DONALD BROWN, INDEPENDENT INSURANCE 
AGENT, JACK C. 0’CONNOR AGENCY 


Mr. Fay. State your name, residence, aud occupation, please. 

Mr. Brown. Donald C. Brown, 16 Nelson Avenue, rgetown, 
Mass. I am an agent, independent agent, doing business through the 
Jack O’Connor Agency. 

Mr. Fay. How long have you been employed with that agency, sir! 

Mr. Brown. I am not employed. 

Mr. Fay. Or associated, I am sorry. 

Mr. Brown. Since 1947. 

Mr. Fay. I would like to have marked for the record, Mr. Chair. 
man, the telegram and the statement which was given by this witness, 
if you please, sir. 

The Cuatrman. The Chair hands you a telegram dated July 12, 
1956, addressed to Senator Kennedy, purportedly signed by you, 
Donald Brown. Will you examine the telegram and state whether 
you sent the message or authorized it to be sent or knew anything 
about it at the time? 

Mr. Brown. I did not send this message, and I did not authorize this 
particular message to have been sent. However, I would have auth- 
orized it if I had known the circumstances. 

Mr. Fay. Will you just read that message, sir, for the record ? 

Mr. Brown (reading) : 

Keep the Government out of private business by voting against the amend- 
ment, H. R. 7225. 

Senator GotpwaTer. Might I ask a question there? I think the 
witness has answered the question I wanted to ask but I want to make 
it clear in the record, if you had been asked to send this telegram, 
would you have sent it ? 

Mr. Brown. I would. 

Senator Gotpwater. Thank you. 

The CuarrmMan. Will you examine that statement and see if that is 
a statement that you gave the investigator, Mr. Brown. 

Mr. Brown. I did. 

The Cuamrman. They may both be made exhibit 6 and made a part 
of the record. 

(Exhibit No. 6 follows :) 


Senator JoHn F. KENNEDY, 
Senate Office Building, 
Washington, D. C.: 


Keep the Government out of private business by voting against the amendment 
to H. R. 7225. 


Boston, Mass., July 12, 1956. 


DONALD Brown, 
16 Nelson Avenue, Georgetown, Mass. 


GEORGETOWN, Mass., September 10, 1956. 
Hon. JoHN L. MoCLetian, 


United States Senator, 
Washington, D. C.: 


On this date John F. Lockwood, a member of your staff gave me a telegram 
bearing my name and sent to Senator John F. Kennedy on July 12, 1956. 
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I examined this telegram and I did not send this telegram, nor did I authorize 
anyone to use my name to send such a telegram. 


DoNALD Brown. 
Witness: 


Joun F. Lock woop. 

Mr. Fay. I have no further questions. 

The Cuarrman. Mr. Brown, you said if you had been contacted you 
would have authorized the sending of it. 

Mr. Brown. Yes, sir. 

The Cxamman. If the telegram had represented adversely your 
views, and in other words it had failed to represent your views on the 
legislation, then would you have had any misgivings about it? 

Mr. Brown. I am not particularly interested in the legislation as 
such, I am interested in the fact that the office was trying to protect 
my job for me. 

The Cuarrman. You thought in sending that, the office was trying 
to protect your job? 

Mr. Brown. That is right. 

The Cuairman. For that reason, you favored it? 

Mr. Brown. Yes, sir. 

Senator Ture. I would like to ask a question on that point. You 
would approve of an office assuming the responsibility of sending a 
telegram over your name if you thought it was beneficial to you? 

Mr. Brown. No, I think it was a mischance they did not get my 
name, because I know they contacted other agents, and I just happened 
to not go in the office at the time and they did not see me but I would 
have given my permission had it been asked. 

Senator Ture. Therefore, you disapprove of the action of the com- 


pany having sent a telegram over your name without you authorizing 
It. 


_ Mr. Brown. I would prefer that I would be contacted, and authorize 
it, although in this case I do not disapprove of it. 
Senator Toyz. You do not disapprove then of the contpany as- 
e 


suming the responsibility of using your name without your knowledge 
and without contacting you, of sending a telegram to Members of the 
United States Senate, or a Member of the House of Representatives, 
expressing your views in a telegram as opposing a certain piece of 
legislation ? 

Mr. Brown. As long as they coincide with my views, it is O. K. 

Senator Ture. In other words, you would not care who used your 
name, as long as it coincided with your views? 

Mr. Brown. I did not say who, I said our office. I did not say 
anybody else. I said our office. 

enator Ture. You are not an officer, you are an agent. 


Mr. Brown. Yes, but I am working through the office of Jack 
O’Connor. 


Senator Ture. That is all, Mr. Chairman. 
The Cuarrman. Thank you very much. 
Senator Gotpwarer. I wanted to ask, Were you against the George 
amendment ? 
Mr. Brown. I did not know very much about it, but I would be, yes. 
nator Gotpwarer. You were against the whole general philoso- 


phy of the Government extending itself into private business? 
Mr. Brown. I certainly am. 
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Senator Gotpwater. Did you ever before take part in opposition 
to legislation of this type ‘ 

Mr. Brown. No. 

Senator Gotpwarer. Have you ever participated with other agents 
of the O’Connor Agency or with the agency itself in opposing legisla- 
tion of this type ¢ 

Mr. Brown. No. 

Senator Gotpwater. That is all I have. 

The Cuatrman. All right, thank you very much, Mr. Brown. 

Mr. Fay. Albert H. Stoddard. 

The Cuarrman. Do you solemnly swear that the evidence you shall 
give before this Senate special committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Stopparp. I do. 


TESTIMONY OF ALBERT H. STODDARD; ACCOMPANIED BY HIS 
COUNSEL, JERRY N. GRIFFIN, WASHINGTON, D. C. 


Mr. Grirrin. I am appearing as counsel and my name is Jerry N. 
Griffin. 

The CuHatrMaAn. Just have a seat, please. State your naie, age, 
place of residence and business. 

Mr. Sropparp. Albert H. Stoddard, 40 years of age, 37 Rockland 


Street, Melrose, Mass.; I am a sales manager for the Jack O’Connor 
Insurance Agency. 


The CuatrMan. A sales manager ? 

Mr. Sropparp. That is correct. 

The Cuarrman. Have you discussed with members of the staff the 
testimony that you are expecting to give today ? 

Mr. Sropparp. Yes; I did discuss it with the staff. 

The Cuatrman. You have general information as to the nature of 
the inquiry ? 

Mr. Sropparp. Yes, sir. 

The Cuarrman. And you have been in the hearing room since we 


began this morning, and you know the general questions that are at 
issue ? 


Mr. Sropparp. Yes, sir. 

The Cuarrman. Now, you have the right to have counsel present, 
counsel of your choice, and you have elected to have counsel present. 

Mr. Sropparp. Yes, sir. 

The CuarrMan. Now, will you identify yourself for the record. 

Mr. Grirrin. My name is Jerry N. Griffin. I am licensed to prac- 
tice before all of the courts of the District of Columbia. 

The Cuairman, You are familiar with the rules of the committee, 
and we will proceed accordingly ? 

Mr. Fay. Mr. Stoddard, how long have you been associated with the 
O’Connor Agency ? 

Mr. Sropparp. Approximately 101% years. 

Mr. Fay. How many people do you supervise ? 

Mr. Sropparp. Totally, 117 agents. 

Mr. Fay. What is your financial arrangement with respect to the 
supervisory personnel, with the agency ? 

Mr. Sropparp. I get paid a salary, plus, if that is what you mean. 
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Mr. Fay. Are you generally familiar with the amendment of H. R. 
7225, which was passed in the second session ¢ 

Mr. Sropparp. Generally, yes, sir. 

Mr. Fay. How did you first become acquainted with the provisions 
of this bill? 

Mr. Sropparp. I became acquainted with that through newspapers, 
and through trade publications, and information that I received } rom 
one of the companies we do business with. 

Mr. Fay. Now, in connection with this legislation that was pending 
in the 84th Congress, would you just tell the committee what activities 
you took to evidence your interest in that legislation. 

Mr. Sropparp. First of all, I felt as though, Mr. O°Connor being in 
Europe at the time, I felt as though the bill if passed would affect him, 
myself, and all of our agents financially. So 1 in turn set out, actually 
alone to start with, to get permission of our agents. After working on 
that about a day, or most of a day, 1 found that it was humanly impos- 
sible with the added duties I had, with Mr. and Mrs. O’Connor out of 
the office, and they both work full time in it when they are at home. 
We had their responsibilities split up among the staff remaining, and 
so we had an extra heavy load to carry, and I in turn appointed some 
of my associates under me to help get this information. 

The Cuarrman. What information? 

Mr. Sropparp. I should say “consent,” Senator. That is, permission 
from the salesmen to send the wire in their names. 

on CuarrMan. How many did you have assisting you in that 
effort ¢ 

Mr. Stopparp. I had approximately four, Senator. 

The Cuamman. To assist you in getting the names of agents who 
agreed to send such a wire. 

Mr. Sropparp. That is correct, sir. 

The CHarmman. Do you have any list of those that gave their 
consent ? 

Mr. Sropparp. I did not keep a list. I started to keep a list, and 
the first morning I went out in the corridor and I talked to some 
eight agents that came in, and that was about 10:30 inthe morning. I 
intended to go back and start keeping a checklist on it, and just about 
that time about four more came down the corridor, and actually I lost 
check of them in that sense. 

The Cuarrman. Did you send the telegrams that have been dis- 
cussed here? 

Mr. Sropparp. Yes, sir; I did, sir. 

The Cuarrman. You take the full responsibility for it? 

Mr. Sropparp. I did not send any to Congressman Bates. That 
was mentioned. 

The CuHarrman. You did not send any to him? 

Mr. Sropparp. No, sir. 

The CHatrman. The telegrams that have been referred to here, 
identified as telegrams sent to Senator Saltonstall and Kennedy, you 
do take full responsibility for those wires ? 

Mr. Sropparp. I do. 

The CuarrMan. You initiated the action ? 

Mr. Sropparp. Yes, sir. 
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The Cuarrman. And executed the action and carried out the plan 
and program. 

Mr. Sropparp. Yes, sir. 

The Cuarman. And you will take full responsibility for it ? 

Mr. Sropparp. Yes, sir. 

The Cuarrman. Do you know now that some of those wires were 
not authorized by the people whose names were assigned to them? 

Mr. Sropparp. I assume that, sir. 

The Cuamman. You also know now that some of the wires did 
not reflect the individual views of some of those whose names were 
used ¢ 

Mr. Sropparp. Yes, sir; from what I heard this morning. 

The Cuarrman. Do you think that kind of practice is a proper thing 
or do you think it is a mistake to proceed that way to lobby against 
legislation ? 

r. Sropparp. It was not meant to be that way, sir. 

The Cuatrman. What was not meant to be that way ? 

Mr. Sropparp. That we should send them in names we did not 
have permission for. That was not the intention. 

The Cuarrman.. Evidently you did not make much of a check, 
or you were not trying to be very careful about it. 

r. Stopparp. That is true, in that sense, but by the same token I 
did not try to send from all of our agents, 117, because there were 
a great number in there that I knew I could not possibly contact to 
get permission. On those I did not send one at all. 

The CuHarrman. You realize, too, how difficult it is for Members 
of Congress and the Senate to evaluate these messages when they are 
developed in the manner that has been developed here, where the 
Senator receiving the message cannot know whether they actually 
reflect the views of the party whose name is attached to them, or 
whether the party authorized them. You can appreciate that that 
places a Member of the Senate in a very difficult situation. 

Mr. Sropparp. It would, sir. There is one other point I would like 
to bring up here, and that is the fact that one of the agents that I 
talked to the first morning among the first six, he said, “No, you 
do not have my permission. I feel as though I am for that bill.” And 
I said, “Definitely we will not send a wire in your case,” and none was 
sent. 

The Cuatrman. You did not send a wire in his case? 

Mr. Sropparp. Definitely not, and he was the only one man who 
came up to me and said, “No,” and I did not send one for him. 

The CHarrmMan. Was that not an indication to you that some of 
those that you did not contact might not agree with your position, or 
your company’s position ? 

Mr. Sropparp. Right after that I contacted about 20 that first morn- 
—— that was the only man that objected to it. 

he Cuarrman. How many do you say were contacted out of the 
names you sent? 

Mr. Stropparp. I could account for actually about 60 of the 78. 

The CuatrMan. You think that you could account for 60 out of the 
78 personally ? 

Mr. Stropparp. Yes, sir. 

The Cuamman. Do you know why some of the employees or agents 
have taken the position that they are opposed or were opposed to the 
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legislation and they did not authorize their names to be used and yet 
they are reluctant to come here and testify to that effect and give a 
statement to that effect ? 

Mr. Stopparp. I did not get the question ? 

Mr. GrirFtn. Would you state your question again ? 

The CuarkMAN. Do you know why some of those whose names were 
used in sending these telegrams have taken the position with the staff 
of this committee who interviewed them, as Mr. Lockwood testified, 
that they did not authorize the use of their names and they did not 
know the telegram was sent, and the telegram as sent did not represent 
their views, and yet they were reluctant or declined to give a statement 
to that effect because o comes reasons,” as he used the term? Do 
you have any situation like that in your company now, where in the 
cases Of those who disagree with you there would be some reprisal 
against them ? 

Mr. Stopparp. We would punish them? 

The Cuarrman. I do not know. I am asking the question. 

Mr. Stopparp. Definitely not, no; we would not. 

The Carman. I cannot understand their reluctance then. 

Mr. Sropparp. I do not understand it either. 

The CuatrMAn. Probably we should look into it a little further. I 
do not know at the moment whether the committee will want to go 
into it. The only purpose of this is trying to develop a pattern of the 
way these things operate to the end that we might determine what 
legislation is needed to prevent such an imposition on Members of 
Congress and on the individual citizen who does not authorize the use 
of his name for that purpose. 

Is there anything farther? 

Senator Gotpwater. I want to clear up a point which is rather hazy 
inmy mind. When you started out to have these wires sent, did you 
undertake that yourself, or did you ask various agents to submit names 
to you, names that would be agreeable to have these wires sent ? 

Mr. Sropparp. In some cases I did it just the way you said, Senator, 
and in other cases I did it myself, personally. 

Senator Gotpwater. How many names were submitted by agents to 
you ? , 

Mr. Sropparp. I asked them orally if I could have their permission. 

Senator Gotpwater. You asked them orally? 

Mr. Sropparp. Yes, sir. 

Senator Gotpwater. Did you ask any of your agents in turn to 
submit additional lists to you? 

Mr. Sropparp. The names of other people? 

Senator Gotpwater. Yes. 

Mr. Stopparp. No. This was all concerning our own agents. There 
was no wire sent in anyone’s name other than an agent working 
through Jack O’Connor. 

Senator Gorpwater. You undertook this yourself? 

Mr. Sropparp. Yes, and I asked the agent just personally regarding 
himself, not anybody else. 

Senator Gorpwater. That is all I have. 

The Cuatrman. Senator Thye? 

Senator Toys. I have no questions. 

The Cxarrman. Mr. Fay? 

84131573 
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Mr. Fay. You are acquainted with Mr. Brown and Mr. Burke? 

Mr. Sropparp. Definitely. 

Mr. Fay. They are agents working out of the O’Connor agency / 

Mr. Sropparp. That is correct, sir. 

Mr. Fay. Do they have supervisors? 

Mr. Stopparp. Yes. Mrs. Dahl has one. 

Mr. Fay. Who is that supervisor ? 

Mr. Sropparp. His name is John Russell. She works directly under 
him. Mr. Russell did know of the telegrams that were being sent. 

Mr. Fay. You don’t know whether he ever spoke to Mrs. Dahl? 

Mr. Sropparp. I do not. 

Mr. Fay. She said no one spoke to her about it, and that would be 
consistent with the facts as you know them ? 

Mr. Stropparp. Yes. 

Mr. Fay. What about Mr. Burke and Mr. Brown—do they work 
right out of your office? 

Mr. Sropparp. Yes; they work out of the Boston office, but Mr. 
Brown works under my assistant, Mr. Schein. Mr. Brown sells life 
insurance and is pretty close to Mr. Schein, who works with me. I had 
assumed that Mr. Schein had taken care of getting Mr. Brown’s 
permission. 

Mr. Fay. Had you asked Mr. Schein specifically to do so? 

Mr. Sropparp. No; I did tell Mr. Schein to get every agent that 
he had been working close with to get their permission. 

Mr. Fay. You did make that request ? 

Mr. Sropparp. Yes; I did to Mr. Schein. 

Mr. Fay. But you don’t know what he did in response to that 
request ¢ 

Mr. Sropparp. No; I don’t. Time was short on the whole thing, 
and as a result I didn’t. 

Senator Tuyr. Mr. Chairman, I would like to ask Mr. Stoddard, 
who else did you delegate the assignment of getting the permission 
of the agents to use their names ? : 

Mr. Sropparp. I-had Mr. Schein. He was my assistant. I had 
Joe Ristaino working with me. He is one of the supervisors. I had 
Mr. Polit. I told him about it and asked him to pass it down. 

Then I had John Clark in Lowell, which is about 30 miles from 
the city. He was doing it from his men, several agents working 
there. Then I had Mr. Ciarcia. He has another office about 30 
miles from Boston. He was working through his men. One entire 
group of men that we have as a unit working in Boston, but probably 
that is one case I should have gone through the supervisor, but I 
didn’t, due to the fact that they are in the office about every day, so 
I contacted them personally. 

Senator Ture. After you had requested these men to contact the 
agents, how did you proceed to check with these men to determine 
from whom they had received the authority ? 

Mr. Sropparp. I asked them to let me know if any of their men 
under them had objected to it, and in turn, I would not send a wire 
in their name. 

Senator Toye. That is all, Mr. Chairman. 


Mr. Fay. None of them gave you a written report as to whether 
they did or did not? 
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Mr. Sropparp. No; I did not have a written report from any of 
them'to my knowledge. | 

Mr. Fay. Did Mr. O’Connor, the head of the agency, approve of 
this activity on your part? 

Mr. Sropparp. Mr. O’Connor was in Europe at the time it was 
conducted. 

Mr. Fay. Has he subsequently learned of the activity ? 

Mr. Sropparp. Yes; he has. 

Mr. Fay. What is his opinion of the activity ? 

Mr. Sropparp. It is his opinion that I had the right thought in 
what I was doing, that he would have felt the same way in being 
against the Senator George amendment. 

Mr. Fay. I mean with respect to sending the telegrams without the 
authorization of a portion of them. 

Mr. Stopparp. As I told Mr. O’Connor when he asked me, I believed 
at that time I had gotten it either directly or through supervisors. 

Mr. Fay. The fact remains that you did not have the permission 
of all the 80 you sent. 

Mr. Stopparp. It appears so. 

Mr. Fay. What is Mr. O’Connor’s opinion with respect to the send- 
ing of telegrams for which you did not have permission ? 

Mr. Sropparp. I haven’t discussed that with him. 

Mr. Fay. You have not discussed it with him? 

Mr. Sropparp. No. 

Mr. Fay. He is the head of the agency and even after this more than 
a month has passed since you have been interviewed, he has not ever 
discussed the subject with you ? 
ea Sropparp. Not in that sense; no. He probably will later, 
though. 

Mr. Fay. Who paid for these telegrams? 

Mr. Sropparp. Jack C. O’Connor. 

Mr. Pat. How were the expenditures carried on the books of the 
agency 4 

Mr. Sropparp. I don’t control the financial end of the agency. We 
have a comptroller up there who does that, and an office manager. 

Mr. Fay. Would it be considered as a normal business expense ¢ 

Mr. Sropparp. I would certainly assume so. 

Mr. Fay. Are you familiar with the provisions of the Lobbying 
Act at all? 

Mr. Sropparp. No, sir. 

Mr. Fay. You are not ? 

Mr. Sropparp. No, sir. 

Mr. Fay. The Lobbying Act specifically provides that wherever any 
petition to Congress is eae and expenses entailed therein, they 
should be reported to Congress, and the Internal Revenue Act provides 
that such activities or expenses are not ordinary and necessary business 
expenses of the organization. 

Mr. Stopparp. As I said before, I don’t handle the financial end at 
all. Iam strictly on sales, and I wouldn’t know. I know Mr. O’Con- 
hor paid for the wires and I instructed the girls to have it done that 
Way, my secretary who brought them down. 

Mr. Fay, Are you registered under the Federal Lobbying Act? 

Mr. Sropparp. I don’t even know what the act provides, sir. I defi- 
hitely have nothing to do with any Lobbying Act. 
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Mr. Fay. That is all I have, Mr. Chairman. 

The Cuamman. Thank you very much, Mr. Stoddard. 

Call the next witness. 

Mr. Fay. Mr. Shuman, Mr. Fleming, Mr. Hall, and Mr. Triggs. 

The Cuarrman. Gentlemen, will you be sworn ? 

Do you and each of you solemnly swear that the evidence you shall 
give before this special Senate committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Suuman. I do. 

Mr. Fiemine. I do. 

Mr. Hau. I do. 

Mr. Trices. I do. 


TESTIMONY OF CHARLES B. SHUMAN, PRESIDENT; ROGER VW. 
FLEMING, SECRETARY-TREASURER; HUGH F. HALL, LEGISLA- 
TIVE ASSISTANT; AND MATT TRIGGS, ASSISTANT LEGISLATIVE 
DIRECTOR, AMERICAN FARM BUREAU FEDERATION 


The Cuarrman. Be seated, gentlemen. I will ask each of you in 
turn to state your name, residence, and business or occupation for the 
record. Start with the gentleman on my left. 

Mr. Hau. My name is Hugh F. Hall. I am a legislative assistant 
in the Washington office of the American Farm Bureau Federation. 
I reside in Arlington, Va. 

Mr. Fiemine. I am Roger W. Fleming, a correction from the 
printed matter, secretary-treasurer of the American Farm Bureau 
Federation, with residence in Silver Spring, Md. 

Mr. SHuman. I am Charles B. Shuman, president of the American 
Farm Bureau Federation, residence Route 1, Sullivan, Il, 

Mr. Trices. I am Matt Triggs, assistant legislative director for the 
American Farm Bureau Federation, residence in Fairfax, Va. 

The Cuarman. Thank you, gentlemen. 

I assume you know the rules of the committee. You apparently do 
not choose to have counsel present. 

Mr. SuHuman. No, sir, Mr. Chairman. We have a brief statement 
we would like to present. 

The Cuarrman. Has your statement been filed with the committee 
under the rules? 

Mr. Suuman. Yes, sir. 

The Cuarman. All right, Mr. Shuman, you may present the state- 
ment. 

Mr. Suman. Mr. Chairman and members of the committee, in be- 
half of the over 1,600,000 families who are members of the Farm Bu- 
reau, I want to express our appreciation for the opportunity of ap- 
pearing before this special committee. Let me assure you that the 
operations of the organization are an open book. We will be glad 
to cooperate with the committee in furnishing any information with 
regard to our operations that the committee feels will be helpful 
to it. 

The American Farm Bureau Federation was organized in 1919 at 
a meeting of duly elected farmers representing nine State farm bu- 


reaus that had previously been organized by the farmers of their re- 
spective States. 
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We are proud of the rapid growth of Farm Bureau membership. 
We now have active State organizations in all 48 States and Puerto 
Rico, with approximately 2,600 organized county farm bureaus. As 
recently as 1940, the membership figure stood at 444,485 families. At 
the close of our last fiscal year—November 30, 1955—the AF BF mem- 
bership was 1,623,222 families. This latter figure constituted 17 con- 
secutive years of membership growth. This is especially significant 
in view of the fact that Farm Bureau has no checkoff program for 
membership maintenance. 

The purpose of Farm Bureau is clearly set forth in the following 
definition approved by the official voting delegates of the member 
State organizations at our last annual meeting. 

Farm Bureau is a free, independent, nongovernmental voluntary organization 
of farm and ranch families united for the purpose of analyzing their problems 
and formulating action to achieve educational improvement, economic oppor- 
tunity and social advancement, thereby promoting the national welfare. Farm 
Bureau is local, national, and international in its scope and influence; and is non- 
partisan, nonsectarian, and nonsecret in character. 

The AFBF is a federation of autonomous State organizations just 
as most State farm bureaus are federations of autonomous county or- 
ganizations. A few State organizations are associations rather than 
federations. To the extent that the State and county farm bureau 
organizations work together with unity of purpose and action in sup- 
port of Farm Bureau policies with regard to national issues, it is be- 
cause they want to and not because they have to. 

Farm Bureau is representative of the entire farm family. Farm 
Bureau activities are financed by dues voluntarily paid by those farm 
families who choose to become or remain members. Each State farm 
bureau pays to the American Farm Bureau Federation $1 for each 
member of a county farm bureau in the State. Each county farm 
bureau pays to the respective State farm bureau a specified number of 
dollars for each member of the county farm bureau—such number of 
dollars having been determined by majority vote of the county farm 
bureaus in the State. 

Thus, in a typical situation, a farm family pays a $10 membership 
to his county farm bureau, of which $5 goes to the State farm bureau 
which, in turn, sends $1 to the American Farm Bureau Federation. 
Attached as exhibit A is a booklet entitled the “American Farm Bu- 
reau Reference Book” which provides detailed information on Farm 
Bureau membership by years, by States, et cetera—1920—54. 

Farm Bureau develops its Scales policies on a nonpartisan 

basis and mobilizes support for them on a bipartisan basis. Farm Bu- 
reau policies are developed through a resolutions process which em- 
phasizes study, discussion, and the development of recommendations 
at local, county, and State farm bureau meetings. 
_ The recommendations with respect to national and international 
issues which are developed through this process are considered by a 
national resolutions committee made up of elected representatives of 
the State farm bureaus in all 48 States and Puerto Rico. 

_The recommendations of this resolutions committee are then con- 
sidered, amended, and adopted or rejected by elected voting delegates 
of the member State farm bureaus at the annual meeting of the Ameri- 
can Farm Bureau Federation and become the policies of the AF BF 
and member State farm bureaus on national issues until changed by 
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the voting delegate body at a subsequent official meeting. Exhibit B 
pictorially describes the policy deve apoent process. — 

Thus Farm Bureau accurately reflects the thinking of the cross 
section of American agriculture which comprises its membership. 
Farm Bureau is national in scope. At the same time it is “grassroots” 
in character. That is, its policies are not controlled from the national 
level, but from the local level, where individual] farm families, through 
study and discussion in their 2,600 county organizations, evolve the 
policies and programs they wish to put into effect through their local, 
county, and State organizations, as well as through the American Farm 
Bureau Federation. | 

The responsibility for determining the application of general policy 
resolutions to specific legislative proposals rests with our national 
board of directors whose members are the president, vice president, 
chairman of the Farm Bureau women’s committee and currently 26 
directors, 5 each elected from the 4 Farm Bureau regions by the voting 
delegate body. 

Attached as exhibit C is a copy of our 1956 policies with regard to 
international and national issues. This constitutes the framework 
within which all actions of the board of directors, executive officers. 
and staff are taken unless and until such policies are revised by the 
official voting delegates of the member State farm bureaus. 

This process of formulating policies quite naturally creates a basis 
for membership support for legislative policies so developed. Once 
developed, our policies are supported by such means as (1) an infor- 
mation program to keep our membership informed of current develop- 
ments; (2) statements to committees of Congress; (3) communications 
from our officers and legislative staff; and (4) public appearances 
before various farm and nonfarm groups. 

In order to make this part of our program effective, we have devel- 
oped a policy execution program which features local discussion of 
current legislative issues and the establishment of local legislative 
committees which have the responsibility of keeping their Members 
of Congress advised of Farm Bureau’s position on pending legislation. 

As previously stated, we welcome this opportunity to discuss such 
matters as the nature of our organization, our general purposes and 
objectives, the policies we currently are advocating, the way in which 
these policies were developed, our membership by States, the dues 
collected per member, and the names of our officers and employees who 
carry on legislative activities. 

Attached as exhibit D is a copy of our condensed financial statement 
for the fiscal year December 1, 1954, to November 30, 1955. 


LOBBYING ACT 


As it now stands, the Regulation of Lobbying Act appears to us to 
be subject to some rather basic criticisms. 

In the first place, this act “points a finger” at independent citizens 
associations which are exercising their constitutional right to petition 
Congress while at the same time it exemnts from examination the 
largest lobby in Washington; namely, the Federal lobby. I am sure 
that it is not necessary for me to go into detail with regard to the 
myriad activities which are carried on by the executive branch of gov- 
ernment for the sole purpose of influencing legislation. 
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We appreciate the fact that the executive branch of the Government 
has a responsibility to make recommendations to Congress. We be- 
lieve, however, that the public at large might be as interested in know- 
ing how much time and money the executive branch of the Govern- 
ment is spending on legislative activities as it is in knowing what the 
American Farm Bureau Federation spends on such activities. 

In the second place, it seems to us that the Regulation of Lobbying 
Act should make more of a distinction between the officers and full- 
time employees of independent citizens associations, such as the Farm 
Bureau, and those individuals or firms who represent a specific pro- 
prietary interest or who represent different clients at different times, 
and perhaps several at the same time. 

We can understand the interest of Congress in the sources of the in- 
come received by people who represent proprietary interests, or who 
represent several clients on legislative matters, but it seems to us that 
the officers and full-time employees of national organizations of citi- 
zens operating in the public-policy field should be in a different 
category. 

A relatively small part of the American Farm Bureau program in- 
volves direct legislative activity. Our major effort is devoted to 
strengthening State and county farm bureaus whose primary concern 
is local and State problems. The greater part of the Farm Bureau 
program involves self-help and educational activities outside the field 
of Federal legislative and administrative action. 

In an organization such as the Farm Bureau, where membership 
dues are collected and spent on a wide range of activities, the amount 
spent specifically on legislative activities must, of necessity, be an 
estimate. The officers and staff members who have primary responsi- 
buity for our legislative work have many other duties. 

The amount of time that they spend on legislative work varies with 

the issues pending before Congress, the amount of controversy in- 
volved in such issues, the degree in which we are interested in them 
and the pressure of other matters that are important to our overall 
rogram. 
For a number of years we filed our total expenditures rather than 
try to make a “breakdown” of expenditures as between functions 
and activities. More recently, however, we have made a conscientious 
effort to estimate the percentage of our total expenditures that is re- 
lated to Federal legislative activity. 

As a free institution representing freedom loving citizens, we are 
interested in successful representative government. The American 
Farm Bureau Federation expects to continue to be a means through 
which individual farm families can exercise effectively their right of 
petition in their county, in their State, and in Washington. We trust 
that the members of this committee, and the other Members of Con- 
gress, will welcome this assistance in the future as they have in the past. 

I thank you very much. 

The Caarrman. Thank you, Mr. Shuman. 

The documents referred to may be made exhibits in the order in 
which you presented them and numbered accordingly. 

Mr. Fay. Let the record show that the exhibits will be 7, 8, 9, and 10. 

(Exhibits Nos. 7, 8, 9, and 10 will be found in committee files.) 
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The Caamman. Mr. Shuman, you have presented a question which 
a good many of us have thought about some, and that is this matter of 
eiies on the part of the executive branch of the Government. 

Would you elaborate a little further and tell us in what respects 
you regard that as wrong and needing remedy and what action would 
your organization recommended that this committee and the Congress 
take in that field? 

Mr. Suuman. Yes, Mr. Chairman. 

I think that we would feel that the Federal agencies that do lobbying 
should be subjected to the same requirements for reporting and inquiry 
that voluntary citizens’ organizations are subjected to. We believe 
the public is entitled to know how much time and who is engaged and 
how much public expense is used by agencies of Government in 
influencing Ecttatian. 

The Cuatrman. Do you think that would be practical, and do you 
think it could be legislated and then administered so as actually to 
carry out the objective you have in mind ? 

Mr. Suuman. I believe that it would be practical to require govern- 
mental agencies to report the time and the people who are engaged in 
legislative activities, just as practical as it is for other organizations. 

The CHarrman. Long before the incident occurred which trig- 
gered off this investigation and the resolution which was passed setting 
up this committee, long before that I had always felt and said in public 
statements that I wasn’t bothered very much with lobbyists, that the 
lobbyists that I had more contact with were those from the executive 
branch of the Government. That is true and yet—I am trying to be 
serious about it—I do not know that we should prevent the executive 
branch from presenting its point of view on legislation. I don’t know 
how you coil have a coordinated government without such liaison 
and exchange of views. 

I just don’t know how to begin to legislate in that particular area. 
I am trying to get your point of view. 

Mr. SHuman. We would not advocate, Mr. Chairman, that lobby- 
ing be outlawed, because we think that lobbying which is carried on 
in the open is a kind of activity which is in the interest of bringing 
information to the attention of the Members of Congress and the 
Senate and is valuable. 

We consider the activities that we do which are classified as lobby- 
ing activities as of value not only to our members that we try to 
represent, but also to Members of Congress. We would certainly 
not favor abolishing the right of Federal agencies to contact Mem- 
bers of the Congress, but we do believe they ought to report the 
extent of those contacts, particularly where they are engaged in the 
kind of activities which go on out in the local communities and 
States in generating support or opposition to legislation. 

The Cuamman. You mean agencies of the Federal Government out 
in the field initiate these programs of opposition or support of 
legislation ? 

Mr. Suuman. There have been numerous instances where it has 
been reported to committees of Congress where that has taken place. 
I am sure that is true of the Agriculture Committee. There are 
records where employees of the Federal Government have instituted 
campaigns to influence legislation. 
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The Cuarrman. You said we should not outlaw lobbying. I don’t 
think the committee or the Congress can outlaw lobbymg. The 
question which arises here and what we are trying to find out is, How 
can we tighten up the present law so as to insure some supervision 
over it that will inform the Congress of the activity which is taking 
place, and the source of it # ae 

Have you any specific suggestions as to legislation ? 

Mr. Suuman. We think that the legislation could be spelled out 
more particularly as to how the reporting should be done and who 
should report. We think that probably there should be a more 
uniform requirement as to reporting all information, the source of 
funds, and how they are spent. 

It is my opinion as a layman, at least, that the legislation is open 
to different interpretations. We have had some difficulty ourselves 
in deciding exactly what was meant even with the court decisions 
which have been made. 

The Cuarrman. You have no specific recommendation ¢ 

Mr. SHuman. Other than these two that we mentioned, that we 
think the legislation should be broadened to include the reporting by 
Federal agencies and, second, that there should be some differentiation 
between the organizations that are representative of their member- 
ship and those that are professional lobbying organizations for hire. 
We think there ought to be some differentiation. 

The Cratrman. In other words, there ought to be some differentia- 
tion between an organized group like the Farm Bureau and someone 
who is just a professional lobbyist whom anyone can hire if they 
want to pay the price and get his services? 

Mr. SHuman. We would not ask that our organization not be re- 
quired to report, but we feel there ought to be some way to designate 
which organizations are the professional lobbying organizations for 
hire. and the ones that have a program which they are trying to carry 
out for their own membership. 

Ths CHairMan. How many do you register now under the present 
act ¢ 

Mr. SHuman. We have the information here. I will have to refer 
to our record. 

Mr. Ftemrne. At the present time we register nine. 

The Cuarrman. Are those the only ones ever called on to contact 
Members of Congress personally ? 

Mr. SHuman. Mr. Chairman, we ocassionally have presidents of 
State farm bureau organizations who contact Members of Congress, 
either on their own volition as president of the State farm bureau, 
or at the suggestion of officers of the American Farm Bureau. 

The Cuatrman. They are not registered ? 

Mr. Suuman. No, sir; they have not been registered. 

The Cuarrman. The State presidents are not registered ? 

Mr. SHuman. None that I know of. There could be some that I 
donot know of. We have not registered them. 

The CHarrMan. They sometimes contact.Members of Congress re- 
garding legislation ? 

Mr. Suuman. Yes, sir. 

The CHarrman. The question is, is that lobbying? It may be 
lobbying in a sense, but doesn’t a citizen have the right to petition his 
Government ? 
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Mr. Suuman. We have interpreted, I believe it is section 308 of 
the act, to apply to the State farm bureau presidents. It says in that 
section that where occasional contacts are made, they are not to apply. 
Again, I would repeat what I said before, that it seems to us in our 
study of the act that there is some room for improvement in the lan- 

uage. 

. Originally, years ago, when the act was first passed, we reported the 
total cost of the Washington office of the American Farm Bureau 
Federation. That, of course, was not accurate because not all the 
activities of the Washington office are legislative or lobbying. Then 
we didn’t know what to do. We reported the total expenditures of 
the American Farm Bureau Federation for 2 years. e got other 
legal counsel and their interpretation of it. This all has been done 
on the advice of legal counsel. 

The last counsel was that we try to set apart the proportion of the 
time of the various staff persons and the expenses, and in the last 
several years we have been endeavoring to report our best estimate of 
the amount of money expended on Federal legislative activity. 

The Cuarrman. In carrying out your effort to oppose or to support 
legislation from your State or county organizations, do you inspire 
programs of sending telegrams, writing letters, and charge that to the 
expenses of your national organization ? 

Mr. Suuman. We urge that the States get the maximum number of 
contacts to Members of Congress, but we do not pay the expenses of 
telegrams or letters that are sent in by individuals or by State or county 
organizations. 

The CuatrmMan. Do you think that those wires in the past have all 
been with the knowledge and consent of the author of the telegram! 

Mr. SHuman. I am reasonably sure that they have, although we may 
have made some mistakes. 

The CuatrMan. I have no reason to suspect otherwise, but since we 
have gone into this area of ascertaining the pattern which has devel- 
oped, do you think your people out in the States, in the field organi- 
zation, would be sure either they had the party send the telegram or 
had his permission to send it and use his name? 

Mr.Suuman. Yes; I believe they would. 

The Cuamrman. You have no instances of any complaint? 

Mr. Suuman. I have had no complaint or any evidence that this is 
not true. 

The Cuarrman. Anything further? 

Senator Tuyr. Mr. Chairman, I have a few questions which relate 
to the executive agencies. ; 

If the Appropriations Committee were to have information relative 
to any of the Federal agencies, they would have to have contact with 
the administrative officers, as well as the financial officers of that Fed- 
eral agency. Oftentimes they will come back to members of the Appro- 
priations Committee with specific detailed information. 

That would be construed as lobbying, when in reality it is a service to 
the Members of Congress. 

Mr. Suuman. Yes, Senator. I am sure that we would feel that much 
of the activity listed as lobbying is of service to Members of Congress. 
We believe that the legislation should, of course, continue to recognize 
that. Whether it was a Federal agency or an independent organiza- 
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tion, I think we would certainly agree that much of this is of service. 

However, if it is of value—and I think it is of value—for the public 
to know, it seems to us that the reports of the agencies of government 
should be included in the reports along with the rest of the organi- 
zations. 

Senator TuHyre. Then you would suggest that the Secretary of 
Defense and the Chairman of the Joint Chiefs of Staff, for instance, 
using the military agencies as an example, should try to detail the 
amount of their time spent appearing before congressional com- 
mittees ? 

Mr. SHuman. We think that they should have the same require- 
ments that we do for estimating the amount of time that we spend 
testifying and contacting Members of Congress. 

Senator Taye. However, they are often requested, just as we on 
the Senate Agriculture Committee will request the Secretary of Agri- 
culture and all of the administrative officers, to appear before the 
committee. 

Mr. Suuman. I think that could be specifically exempt in the legis- 
lation as a request for information. We are particularly interested 
in the type of contact which agencies of government make with 
Congress primarily to influence legislation, not at the request of 
Congress. 

Senator Ture. That is a field, Mr. Shuman, in which it would be 
very difficult to draw the line where it is actually twilight, daylight, 
or darkness. If the President believes a message to Genavten and 
details certain specifics, each of the agencies concerned with these 
specifics or influenced by these specifics must then, of course, bring that 
information to the appropriate congressional committees to carry out 
the legislative process. 

I don’t know how we are going to legislate in this field without 
destroying government which is responsive to the people. 

Another question has just occurred tome. How many of your State 

farm bureau organizations have insurance? It is not important to 
the question, but it is important to your statement of no markoff 
or writeoff. 
_ Mr. Suman. We will get the information in just a minute. It is 
in this document we have submitted. On page 15 there is a map of the 
United States showing all the States, and a key which indicates the 
States which have Farm Bureau affiliated life-insurance companies, 
fire companies, casualty and hail. 

This would indicate that all of the States with the exception of 
perhaps one—I should not undertake to count them because I will 
miss some—but I would say approximately 36 States have some type 
of Farm Bureau service. 

Senator Ture. The person must be a member in order to partici- 
pate ¢ 

Mr. Sauman. Not in any case for life insurance. 

Senator Torr. Liability on automobiles? 

Mr. Sauman. Not in all cases, perhaps. I am not sure. In most of 
the States they would require membership. 

Senator Tuyr. The insurance agents could not write insurance for 
a non-Farm Bureau member? 
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Mr. Suman. That is correct in most States. There may be some. 
lam not sure, who don’t require it. 

Senator Ture. I will say, President Shuman, for a number of years 
I served as local county president of the farm bureau and I welcomed 
our State organization or our national organization sending informa- 
tion giving an explanation of certain legislation or information per- 
tinent to certain legislation. It was helpful in our work in the com- 
munity to inform the members in that county or to be so informed 
that you could intelligently discuss or write to your Congressman 
suggesting that he support or oppose certain legislation. 

That is all a part of petitioning Congress regarding legislation. 
You render a service when you make contact with the local organiza- 
tion to inform them about certain legislation. 

Mr. Suuman. I appreciate the statement of the distinguished Sena- 
tor from Minnesota, who has had by personal experience knowledge of 
the way we operate, as he was at one time president of a county farm 
bureau organization. 

Thank you very much. 

Senator Gotpwarer. Mr. Chariman, I am very glad to have the 
Farm Bureau before us this morning. Inasmuch as it is the first 
organization of its kind, and in all probability will not be the last to 
appear, I have several questions that I want to direct to you, Mr. Shu- 
man. In asking them, I will ask them of similar organizations that 
come before us. 

Mr. Shuman, are the members of your organization involuntarily 
enrolled in your organization in any manner whatsoever ? 

Mr. SuumMan. No,sir. This is an entirely voluntarily organization. 

Senator Gotpwarter. There is no compulsion 

Mr. SHuman. Nocompulsnon. 

Senator GotpwaTer. Saying that you have to belong to the Farm 
Bureau ? 

Mr. SHuman. No, sir. 

Senator Gotpwarer. For example, do you have any kind of check- 
off? Istherea checkoff system ¢ 

Mr. Suuman. We have no checkoffs for Farm Bureau membership. 

Senator GorpwarTer. Are any of the cooperatives with which you are 
affiliated checking off dues for your organization ? 

Mr. Suuman. No, sir. To my knowledge there are no cooperatives 
that check off Form Bureau dues in the United States. 

Senator Gotpwarter. Have you or your organization at any time 
kept secret from your members or the general public information 
concerning these three points ? 

Mr. Suvuman. No. We publish annually and almost monthly our 
membership status. 

Senator Gotpwater. The amount of funds that you receive ? 

Mr. Suuman. This is a matter of public record and is published 
each year. Our financial statement is published, distributed to the 
delegates, and available to the members. 

Senator Gotpwater. The source of these funds ? 

Mr. Suuman. The source is also detailed in the statement that we 
publish. 

Senator Gotpwater. Have any of the funds in Farm Bureau been 
used to make payments to Members of Congress to influence them to 
vote in a particular way with respect to any issue ? 
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Mr. Suuman. No, sir; we do not use our money in that way what- 
soever. : 

Senator Gotpwater. Has your organization ever made campaign 
contributions to a candidate seeking election ! 

Mr. SHuman. No, sir; we have never made any campaign contri- 

utions. 

4 Senator Gotpwarer. Does the Farm Bureau Federation have con- 
trol over member State Farm Bureau units to such an extent that if 
the State organization did not conform to policies laid down by the 
overall organization, the State charter could be withdrawn by the Farm 
Bureau Federation ¢ 

Mr. Suuman. No; we do not have that power. The American Farm 
Bureau Federation is a federation of State farm bureaus, and we 
have no power of cancellation of their membership or charter in that 
way. They can withdraw from the American Farm Bureau, but we 
can’t take away their charter. 

Senator GotpwatTer. In other words, they operate as a separate 
entity with respect to overall legislative policy or policies ¢ 

Mr. SHuman. That is correct, overall policy. Then by agreement 
we work on legislative matters. Any State farm bureau that did not 
care to go along with our position is free to take a different position. 

Senator Gotpwater. Is your organization subsidized by a founda- 
tion of any kind ? 

Mr. SuHuman. No, sir; we have no source of income from any 
foundation. 

Senator Gotpwater. Do you publish these so-called voting records 
of Congressmen ? 

Mr. SuuMan. Yes, sir; we do. 

Senator GotpwatTeR. How do you select the issues that you think 
are pertinent to the farmers of America? 

Mr. Suuman. At the annual meeting of the delegates, the policies 
of the organization are adopted, and quite often, usually in fact, at 
the annual meeting the delegates indicate which policies they place 
greatest emphasis on. Immediately following the voting delegates’ 
meeting, the board of directors meets in January and determines the 
issues that we are going to place greatest stress on during the coming 
session of Congress. 1 

Then at the end of the session of Congress, the officers, together 
with the executive committee, if there is question, determine which 
ones to publish in the official organ of the organization, the Nation’s 
Agriculture. 

Senator Gorpwater. These issues that you decide are vital issues 
to American farmers brought up from the grassroots to the executive 
level ; is that correct ? 

Mr.Suuman. That is right, through the policy-development process 
that I described in this statement. 

Senator Gotpwater. No one sits here in Washington and decides 
which issues are key issues to the American farmer ? 

Mr. Suuman. No, sir. We are under obligation to carry out all 
of these policies, and only in evaluation of the issues as fo which ones 
to report do we have any area of judgment. This is the area of the 
judgment of the officers, the executive committee, and board of directors 
as to which ones should be reported in the magazine. 
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Senator Gotpwarter. Is this the report [indicating] ? 

Mr. SHuman. That is the report of the voting delegates and the 
policies they adopted in December of 1955. 

Senator Gotpwater. In addition to this, at the end of each Congress 
do you publish a so-called right or wrong voting record ? 

Mr. Suuman. No. We publish a voting record, and we indicate 
the position taken on each of these issues by the American Farm Bn- 
reau, but we do not say that the Congressman was right or wrong. 
We say that he disagreed with the Farm Bureau position or agreed 
with it. 

Senator Gotpwater. Are these policies which start at the State level 
solely under the control of the State organization ? 

Mr. SHuman. No. The policies are originated by the local mem- 
bers in their county or township meetings, where they discuss the 
issues and make recommendations to the State organization. The 
delegates then elected from the local Farm Bureau organizations in 
State meetings would determine which position to take, assuming there 
were a conflict or discussion of the issue, and the delegates at the State 
meetings take the position there. 

These State resolutions then become recommendations to the Amer- 
ican Farm Bureau and they are acted on in the same way. 

Senator Gotpwater. Mr. Chairman, that is the end of the question- 
ing that I have. I have one question I would like to direct to the 
Chair, though. Is is the intention of the staff to call the Farmers 
Union before this committee ? 

The CHarrman. Have they been scheduled for a definite date’ 
They have not yet been scheduled, but preparation is being made to 
have them. 

Senator Gotpwater. Mr. Chairman, I would like to comment very 
quickly on the suggestion Mr. Shuman has made relative to executive 
pressure in the Halls of the Legislature. 

I think I understand what he is talking about, and I think all 9% 
of us know what he is talking about. It is one thing to come up here 
and testify before a committee. I think that is a duty of the members 
of the different bureaus of the Government. It is another thing to 
come up here and put the pressure of the White House or the executive 
branch behind any specific piece of legislation, and I think we all 
understand that. 

I can see in one part of it a duty and in the other part of it not a duty. 
I think the fear that you expressed is being expressed by increasing 
numbers of people around the country. It may be our tripartite sys 
tem of government isn’t tripartite any more, that maybe we now have 
an executive branch, and have had for years and years and years, that 
has slowly assumed much of the legislative responsibility that was 
granted and intended by the Constitution. 

Mr. Chairman, I hope that we can give some serious study to this, 
because all of us in the Senate, all of us in the Congress, know that 
extreme pressures are put on us and, I might say, have been put on 
the Congress for many, many years by the executive branch and by 
the bureaus both here in Washington and out in the field. 

I think that we are sent here to legislate in accordance with the 
dictates of the Constitution, and when we are here we should be pres 
sured by only one group of people, and that is the American public. 
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I personally resent any executive pressure in my office, and I would 
like to discuss it either in a formal or informal meeting to the point 
that we might arrive at some gage by which we can judge whether 
or not iegialetion is unduly influenced by people who can only suggest 
legislation, the same right that any American citizen has, and then 
refrain from any other pressures. 

The Cuarrman. Thank you, Senator Goldwater. yt 

Mr. Shuman, you didn’t place in the record or file as an exhibit your 
publication, Nation’s Agriculture, of October 1956, did you! 

Mr. SHuman. No; but we do have copies here if the committee 
would like them. This does give the manner in which we report the 
voting record. 

The Cuarman. Yes. 

Mr. Suman. We would be glad to file it. 

The Cuatmrman. I think that should be filed. I refer to your Octo- 
ber 1956 issue. 

Mr. SuHumMan. We would be glad to submit copies. 

The Cuatrman. That will be made exhibit No. 11 for reference. 

(Exhibit No. 11 will be found in committee files.) 

The Cuatrman. Do you have a later issue than May 1956 showing 
How Your Senators Voted? Do you have a later issue than that? 

Mr. Suuman. This is the issue of October 1956, which also gives 
acopy of the voting record. 

Mr. Fitemine. On page 20 of the issue before you, Senator. 

The Cuatrman. Yes; I have that before me. 

Mr. Ftemina. That is the latest. 

The Cuatrman. Understand, I am just asking that this be filed as 
an exhibit for reference. I do note that on page 20 you have what 

ou headlined “Senators’ Batting Averages,” with the Capitol in the 
ackground and a ball and bat in front of it. 

Then you give each Senator’s name, the number of times he voted 
on legislation, apparently, in which your organization is interested, 
and you indicate by an “H,” I believe, that he voted right or voted 
in accordance with the Farm Bureau’s position. 

Mr. Fiemine. Might I comment on this? 

The CHarrMan. Then you give his average in the final column of 
figures; is that correct? 4 

Mr. SHuman. I would like to ask Mr. Fleming to comment on that. 

Mr. Fiemine. First of all, I would like to call the Senator’s atten- 
tion to the effort which we have gone to in this instance to make it 
clear what the votes are upon. First of all, in black type it says, 
“Votes on the first farm bill.” Second, in order to avoid any possi- 
a of misunderstanding, the specific amendments on which the vote 
is tabulated is set forth as accurately as each could be stated. Then, to 


avoid this other point, we didn’t say right or wrong. We said “voted 
as the Farm Bureau recommended.” That might be right or it might 
be wrong. It is written that way on purpose. 

The CHatrMan. Understand the chairman is not critical. The Chair 
thinks “a should do that. He thinks you should report to your mem- 


bers. I do not know whether your system is completely accurate or 
not, but in any event I have no criticism of it. I think it is a part of 
the service you should render to the individual members. I did want 
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it in the record because I wanted to see how some of us rate with some 
other organizations as we go along. 

I have come to the conclusion that I don’t rate much with any of 
them. 

Mr. Suuman. We do submit it for the record. 

The Cuatrman. Thank you very much. 

Any further questions! Senator Thye? 

Senator Tuye. Yes. 

Could you tabulate or could you in any manner give a financial 
report as to how much of the dues of your members were involved in 
such tabulation ? 

Mr. SHuman. You mean how much it cost to make this tabulation? 

Senator Tuyer. That is right. 

Mr. Suuman. We might arrive at an approximation of it. I as- 
sume you would want to include the cost of that much space in this 
magazine, which was two-thirds of a page. The cost of doing the 
figuring would be rather nominal. 

Mr. Fleming, would you have any idea of the cost involved in 
making the calculation ? 

Mr. Fiemine. No. I would be glad to get it as precisely as we can. 

Senator Ture. I don’t believe that is pertinent. However, it does 
disclose that you have categorically set up what is in a sense a criticism 
because it shows the batting averages, in your words, of each individual 
Senator. What might be 100 percent in one geographical area of 
the United States would be absolutely zero in another geographical 
area if somebody else were to appraise the vote. 

Mr. Fiemine. All this is a comparison with the recommendations 
made by the Farm Bureau based upon the policies evolved through 
reconciliation and compromise of the producers of all crops in all 
areas of the country. I might say that those whose batting averages 
look pretty good probably think it is commendation rather than 
criticism. 

Mr. Suuman. I might make the overall statement that the total 
income of the American Farm Bureau Federation approximates be- 
tween $1,500,000 and $1,600,000. Probably less than 10 percent is 
spent on all legislative activities. The amount that this would cost 
would probably be less than one-tenth of 1 percent. 

Mr. Fieminc. The estimate of our assistant treasurer here is $2,500, 
and I would trust his judgment. 

Senator Tuyr. While we are discussing the methods of lobbying, 
would a tabulation of what you indicate is the batting average of a 
member of the legislature (where you are the ones who draw up the 
regulation and set up the scoreboard on which you make the’ tabula- 
tion and send this out to all your mailing list) be construed as a method 
of lobbying by the American Farm Bureau? 

Mr. Suuman. Yes. 

Senator Ture. While you don’t say anything by direct communica- 
tion, yet your publication, if read, would indicate that one man had 
absolutely zero while in a certain geographical area that man might be 
held in very high regard by the producers of that area. 

Mr. SuHuman. That is possible. 

Senator Tuysr. I am wondering whether you are projecting yourself 
into a field of lobbying which is considered desirable or undesirable by 
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the average member, a part of whose dues goes to your national office 
to finance the functions of that office. 

Mr. Suuman. In general answer I would say, Senator, that the re- 
ports are in response to requests of members. I would estimate that the 
majority of the members do value reports on the voting records. As 
io whether or not this is a form of lobbying I am not conversant with 
the legislation. From our standpoint it is a form of reporting to the 
membership. It is after the fact, after the action has been taken. 

Senator Pues: I guess I am in the same category as the chairman 
when he stated that he didn’t rate very high with certain groups. I 
can recall one of the national labor organizations listing a group of 
congressional members who should be retired, defeated. 

Senator Gotpwarter. I might say I am president of that group. 

Senator Tuyg. As I take a look at this publication I find myself 
rated .400, and I find a great number who have been elected with over- 
whelming farm votes listed as .000 in your publication. I find men 
like Senator Carlson, for instance, whom I absolutely hold in the 
highest regard as a United States Senator, listed as .444. 

[am a Farm Bureau member paying dues, and my dues go into the 
general fund which is channeled here to Washington to finance this. 
Iam just wondering if it is not well that we give the membership a 
hird’s-eye view here. 

Mr. Suuman. Senator, I might say that I am glad we used this com- 
parison to a baseball team and a baseball game, the batting average. 
You will notice that we did not recommend to our members that any 
of the members of this team be retired. We simply reported on their 
performance in this game. We hope in the next game they will have 
a better batting average. 

Senator Tuyr. But I would say, Mr. Shuman, this is October. Four 
weeks from today is election day, and this is a publication which came 
out in the month of October. 

Mr. Suman. Yes, sir. 

Senator Toye. There are some men with whom I would entrust my 
personal affairs, including, if it was within my power, everything I 
possess and my will. 

Mr. SHuman. Yes, Senator; I would, too. There is one gentleman 
on there, a very prominent Senator, who I think has eithér a zero 
batting average—yes; he has a zero batting average—that I would 
certainly entrust with any financial matters, but his political and eco- 
nomic philosophy is absolutely contrary to mine and is contrary to 
most of the oneneany of the organization. 

Senator Toys. Mr. Shuman, that is the reason why I brought up 
the whole question. You represent the American Farm Bureau, one 
of the great organizations representing agriculture and one with which 
| have been affiliated ever since I became a recognized producer. My 
dues—incidentally, I have paid them for 1956—— 

Mr. Sauman. Thank you. 

Senator Ture. Are dues which finance your national office. I am 
entirely in sympathy with your organization, and have supported it 
possibly ofttimes when I was subject to some criticism in my own area. 
But I do wonder whether by this kind of publication in which you are 
the master in setting up a score by which you are going to judge men’s 
actions, sent out in the form of a publication—I am wondering whether 

84131574 
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you are doing injury to somebody who is serving and has been serving 
very commendably and has an excellent record of public service, in 
this election year when the vote is to be counted 4 weeks from tomor- 
row. I cannot help but bring that thought out, because we are trying 
to determine what is right and what is wrong. 

Mr. Suuman. Thank you, Senator, for the suggestion. 

Actually, we have done this each year. Every time there is a session 
of Congress we report at the end of the session to the membership. We 
have tried to be very careful not to reflect on the integrity of the people 
but simply to report their performance on issues which we have brought 
to their attention. This doesn’t mean that a person who didn’t have 
a good voting record with our organization would not have a good 
voting record with some other organization. In fact, they do, I am 
sure. 

Senator Turse. Mr. Shuman, I am not up in this particular election, 
and therefore your publication doesn’t necessarily embarrass me at 
this time, but the President of the United States in his supports on 
wheat and corn was contrary to your views; and, if you want to apply 
your batting average to his conviction and his action and to my vote, 
he would be contrary to you. 

Mr. SHuman. We have criticized the action on setting up support 
levels at the level they were. It was not at our recommendation. 

Senator Ture. My batting average would be closer to the President’s 
on the supports on wheat and corn and dairy products than your score 
as tabulated when you put me at .400. 

Mr. SHUMAN. That may well be. 

Senator Ture. I was closer to the viewpoint of President Eisen- 
hower’s than I was to you as president of the National Farm Bureau. 

Mr. Suuman. I think that is correct. 

Senator Ture. I wonder whether you are doing the organization 1 
service or a disservice—— 

Mr. Suuman. It would depend on whether or not you felt—— 

Senator Ture. Because I came closer to the President than I did 
to your 1.000. 

Mr. Suuman. Our policies are adopted without reference to what 
the President thinks, as far as that goes. 

Senator Gotpwater. Mr. Chairman, I might point out, not to de- 
fend box scores, because with all due respect to the Farm Bureau 
and everybody else who publishes them, I don’t think they are a good 
idea—I don’t think we should be run like a baseball team here—again 
I say we are sent down here to try to use whax brains God has given us, 
and if we don’t use them right the American people have a way of 
keeping us home the next time. I will say for the Paes Bureau that 
they publish a regular publication in which they have indicated the 
policies and in which they keep pretty much a running record of the 
Congress. I am glad the Senator from Minnesota joins me in com- 
plaining against the misuse of funds by these organizations. 

One organization I have in mind put out 18 million voting records. 
The Lord only knows how many millions of dollars that cost. Forty- 
three percent of their members are Republicans. Fifty-two percent of 
them voted for the Republican President last time. According to 
the report which came out yesterday, about the same number will do 
it again this year. Yet every single—I won’t say every single, but 
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practically every Republican Senator and conservative Democrat is 
damned to perdition in the 18 million copies that are flooding the coun- 
try today. 

‘T say that is wrong. I hope that the Senator from Minnesota stays 
with me because I don’t like to see the monies of minorities used in 
the wrong way any more than he does, whether it is the Farm Bureau, 
the American Federation of Labor, CIO, the brotherhoods, or the 
NAM or NRDGA. I think, gentlemen, that we are getting on some 
rather thin ice when we try to evalute the voting of a by our 
own feelings. I could get up a list where Senator Thye and Senator 
McClellan and I would be 100 percent, and I can tell you some folks 
downtown who would disagree with that 100 percent. It is just 
who writes the list. We ought to start a little organization of our own 
up here with our own secretary to get up our own voting records 
just the way we want them for our own States, and then I think we 
would be all right. 

The Cuatrrman. In other words, every time we go to bat let’s give 
ourselves a hit. 

Mr. Fiemine. In response to the question which was asked a while 
ago, Mr. Chairman, because we do seek to carry out what we interpret 
to be the intent of the Lobbying Act, we have assigned a portion of 
the expense of our publication as lobbying activity—5 percent. 

Maybe it ought to be 5, maybe it ought to be 3, maybe it ought to 
be 7. We don’t know, but we have tried conscientiously, and so the 
quarterly report shows an amount of money, accidentally, about equal 
- the cost of this particular section. I wanted the record to show 
that. 

The Carman. All right. The Chair will state he has no ob- 
jection to anybody publishing how he votes. Look at the Congres- 
sional Record and it will tell him. It is a permanent record. You 
can use your own judgment. I would say about some of these ratings 
that possibly a low rating in some reporting is a high rating with my 
as e, I have found out, so I really don’t complain about them too 
often. 

I think the Farm Bureau is a great organization. I have always 
felt kindly toward it and have at times when I was in doubt deferred 
to its judgment and probably will do so in the future. But on some 
issues I think I know the sentiment of my people or I have a conviction 
contrary to the Farm Bureau’s and I vote accordingly. I don’t know 
whether anybody is rated any more for that character or quality of 
integrity who votes his own convictions or not. Have you ever gotten 
up a list like that? 

Mr. Suman. I am afraid we wouldn’t be qualified, but I agree 
with your point that no organization should expect that all Members 
of Congress or the Senate would agree with them, and we ought to 
restrict our activities in reporting to the results of the reporting and 
not urging Members to vote against somebody because they followed 
their own convictions. 

The Cuareman. In your publication and in the work of your or- 
ganization you do not undertake, as I understand you, to influence 
politics one way or the other, other than to report the facts? 

Mr. SHouman. That is our intention. 
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The Cuarmrman. You let your members then, after they have the 
information, make their decision without auy coercion or undue 
persuasion ¢ 

Mr. Suuman. That is our policy and our intention. 

The Cuarmrman. Would you not like the Members of Congress to 
be dealt with likewise? 

Mr. SHuman. Yes. 

The Cuarrman. You may disagree with them, but you have to 
respect those who have the courage to vote their convictions. 

Mr. Suuman. That is correct, sir. 

The Cuarrman. Any questions, Counsel ? 

Mr. Fay. Mr. Shuman, will you tell the committee what farm 
measures have been the subject of activity recently, in the 84th Con- 
gress particularly ? 

Mr. SHuman. We have a report which would list all of them. 

Mr. Fay. Just a few of the principal ones. 

Mr. Suman. The Agricultural Act of 1956, I believe, is the way 
it is designated. The reciprocal trade extension. 

Was that up in the last Congress? 

Mr. Femina. In the first session of the last Congress. 

Mr. Suuman. Reciprocal trade agreements in the first session of 
the last Congress. The appropriations bills. We are particularly in- 
terested in the agricultural appropriations. Public Law 480, which 
was the appropriation of money for the promotion of trade in export 
trade. The refund of gasoline tax to farm users, the tax that was col- 
lected as a Federal tax. 

Mr. Fay. I think that might give us a starting point. 

Mr. SHuman. Those are five principal ones, 1 think. 

Mr. Fay. That is what I had in mind. How was your policy de- 
termined with respect to those? You touched on it lightly in your 
statement. 

Mr. SHuman. In all cases these issues were subject to discussion by 
local groups of farm bureaus, county or township or community 
groups, and was reflected in practically every case by recommenda- 
tions from—lI think it was reflected by recommendations to the State 
organizations and I think practically every State organization took 
some action on these 4 or 5 issues. 

Mr. Fay. Can you tell the committee just how they took that action? 
What in effect did they do to express their interest ? 

Mr. SHuman. They took that action in each case by a resolution 
adopted at the State annual meeting, by their voting delegates who 
are elected from the local organizations make up the State Farm Bu- 
reau Federation. 

Mr. Fay. How did you as the head and your organization here in 
Weesnawe as more or less the central organization effectuate that 

liey 
ee Suuman. These resolutions were sent to us immediately after 
the State annual meeting. Most of the State annual meetings occur 
in the months of October and November, and the American Farm 
Bureau annual meeting is in December. These resolutions come in to 
us by registered mail or airmail, just so we can get them in advance 
of the annual meeting of the American Farm Bureau. The resolu- 
tions committee of the American Farm Bureau Federation comes in 
the week prior to the meeting of the delegate body, and these State 
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resolutions are then submitted to the resolutions committee for their 
study. They use these recommendations then as the basis for their 
report. 

Mr. Fay. What do you do more specifically, actually, to eilectuate 
that record here on the Hill? 

Mr. Suuman. Immediately following the delegate session we send 
to all Members of Congress a coimplete copy of these resolutions. 

Mr. Fay. What further did you do? 

Mr. SHuman. Then as the committees scheduled hearings on the 
legislation we asked for the opportunity to present testimony and we 
made appearances before many committees on the legislation we were 
interested in. We also communicated with the members of the coin- 
inittee to advise them of our interest and position. 

Then as it came to the Congress we sent communications to the 
Members of Congress expressing our viewpoint on the legislation. 

Mr. Fay. Will you give an example to the committee as to the 
method you use in presenting your interests? Could you tell me, 
first, who is the chairman of the Senate Agricultural Committee? 

Mr. SHuman. Yes, Senator Ellender is chairman of the Senate 
Agricultural Committee and I have had the opportunity to appear 
before him. 

Mr. Fay. He is from Louisiana ? 

Mr. Suuman. He is from Louisiana. 

Mr. Fay. In presenting your interest who might appear before his 
committee as far as the 1956 Agricultural Act was concerned ? 

Mr. Suuman. I believe I appeared before the Senate Committee 
on Agriculture and presented a statement on behalf of the American 
Farm Bureau Federation. It was supplemented by members of the 
staff. ITamnotsure. Mr. Lynn may have been one of the members of 
the staff who appeared. Mr. Fleming may have been. And some 
State presidents also were in and may have made some statements. 

Mr. Fay. What I particularly wanted to bring out is, you call upon 
your State presidents to come in and present their views ? 

Mr. Suuman. Occasionally. 

Mr. Fay. Do you on occasion pick out those who might be most 
particularly in an advantageous spot, let us say, with respect to 
presenting their views, such as the president of the Louisiana Farm 
Bureau ? 

Mr. Suuman. Yes, that would be natural, perhaps. What we do is 
select certain ones from all four regions of the United States. While 
I don’t recall whether the president of the Louisiana Farm Bureau 
made a statement or not, it would be logical that we might select: him. 

Mr. Fay. That is particularly what I wanted to bring out. It was 
logical for you to do that, and that is an accepted idnd as far as 
your association is concerned in trying to present your viewpoint in 
its most effective light. 

Mr. Suuman. Only on very few occasions would we have State 
presidents in, but, yes, that would be a manner in which we might do it. 

Mr. Fay. Was your association expressing an interest in the Harris- 
Fulbright bill of the last session ? 

Mr. Sauman. Was that the gas bill? 

Mr. Fay. Yes, the gas bill, in February 1956. 

Mr. Spuman. Yes. 
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Mr. Fay. Could you explain how you came to have that particular 


interest and why your association evidenced their interest here in that 
legislation. 


Mr. Suuman. Yes, sir. 

A number of State farm bureau resolutions came to the resolutions 
committee last December urging or recommending that we favor or 
— Federal regulation. So the policy adopted by the voting 
delegates directed us to take a position. So when the legislation 
came up there was no question because it was spelled out in the reso- 
lutions adopted. 

There was no question whatsoever as to what our position would 
necessarily be. We did make it known to the committee and also to 
Members of Congress. 

The Cuamrman. May I interrupt. Did you favor the legislation 
or oppose it, your organization 

Mr. Suman. We favored the bill. 

Mr. Fay. I would like to draw the conclusion, if it is a logical con- 
clusion, that the interest as far as the Farm Bureau is concerned is not 
restricted to the economic interests of the farmer in the sense of 
farming, but might incorporate almost any conceivable legislation that 
could be introduced in Congress. 

Mr. Suuman. That is true. However, in this particular case the 
farmers were concerned because farmland is involved in the way 
in which the gas is compensated for. 

The Cuarrman. Let me ask you a question: Were any of us rated 
on that score in this tabulation which you have here / 

Mr. Suuman. Yes. We published a report on this vote in the 
Newsletter and distributed it very widely. 

The CuatrmaNn, This was published in October ? 

Mr. SHuman. We published this at the time of the vote. We didn’t 
repeat it in the October issue. 

The Cuamrman. When you put out a batting average here, why do 
you eliminate some of those votes that were favorable to you? 

Mr. Suuman. We specified this was just on this particular bill. 
We might be open to criticism because we didn’t make the batting 
average on all pieces of legislation. We did try to make it specific 
that this was on the Agricultural Act of 1956 which was probably 
the most important issue we had agriculturalwise. 

The Cuarrman. That was the major legislation as far as your organ- 
izations’ interests, is that correct ? 

Mr. SuHuman. Yes. 

The Cuarrman. I am being somewhat facetious about it. I don’t 
care either way, but it does occur to me if you are going to carry on 
an educational program, and I assume that is what you contend this is. 
keeping your members informed, if you want to inform them accu- 
rately you would list all of the legislation and your position thereon 
and give credit where credit is due. 

Mr. Suuman. I think your point is well taken and we certainly will 
consider the suggestion very carefully. 

The Cuareman. I do not think I rate that law with the Farm 
Bureau of Arkansas. 

Senator Ture. On that very point, you selected 10 amendments and 


your score was on the 10 amendments. It was not on the entire farm 
bill as such. 
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Mr. Suuman. No. 

Senator Ture. It embodied originally the gas tax refund, which 
was Senator Carlson’s own bill introduced in the calendar year 1955. 
That was enacted in this past session. If you are trying to report 
to your agricultural members—and that is the whole purpose of this 
publication—then they should have been justly entitled to learn of 
every legislative bill or any amendment that was beneficial to agri- 
culture, rather than to have you to select 10 amendments and do your 
scoring on those 10 amendments. 

Mr. SHuman. These 10 happened to be the ones which we put the 
greatest emphasis on in our contacts with the members. 

Senator Ture. Remember, Mr. Shuman, you are representing the 
membership of the American Farm Bureau nationwide, and you are 
reporting in October, about 5 weeks prior to the election. The pri- 
maries are over with. You cannot influence the primary vote. You 
are casting a reflection upon the good services of many a man, because 
if you had listed the fact that Senator Carlson of Kansas was the 
author, and I happened to be the coauthor, of the bill which proposed 
to refund the Federal tax imposed upon gasoline used in farm tractors 
and stationary engines, that would have been a service. Instead, you 
selected 10 amendments, did your scoring on the 10 amendments, and 
reported this to the membership of the American Farm Bureau 
throughout the United States. 

Mr. Suuman. I think we have given adequate credit in our publica- 
tions for the passage of the gas tax bill and to the Members of Con- 
gress and the Senators for their support of this measure. Yet this 
batting average is open to criticism, because it does only attempt to 
point out the difference between the viewpoint of the Members of 
the Senate and our viewpoint on these 10 issues. 

The CuarrMan. On one piece of major legislation. 

Mr. SHuman. That is correct. 

The Cuarrman. That was the purpose of it. 

Mr. Suuman. Yes. 

The CuatrMAn. Not the overall batting average. 

Mr. SHuman. That is right. 

The Cuarrman. Just for one game. 

Mr. Suuman. That is right. 

Mr. Fiemrne. Senator, might I call your attention to page 20, as 
long as we are being very candid, to the fact that there was a neces- 
sity to run this because in the form it was originally run it was in 
error. It was run in May originaly, and there were errors in it. 

Senator Turye. You do not state that here. 

Mr. Fremine. Yes, we do. That is, we state here that this was 
published in May and that—let us read it. 

“Batting averages” listed here are based on the percentage of times each 
Senator voted in accordance with Farm Bureau recommendations on 10 important 
amendments to the first farm bill considered by the Senate in 1956. The voting 
records appeared on pages 12-13 of the May 1956 Nation’s Agriculture. 

It was in this form [indicating], and they were accurate as 
published here, but when the summary was taken, the summary was 
inaccurately tabulated so far as mathematics is concerned. 

Senator Ture. Mr. Chairman, I must ask my good friend, Mr. 
Fleming, how many of your readers are apt to carry a copy of your 
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publication of last May and have a filing system that would permit 
them to take your October tabulation and go back and compare it 
with May in order to correct it? Wouldn’t it have been much better 
if you had just used a little bit more space and said, “In May we made 
this error and we want to correct it,” instead of referring to what you 
published on pages such-and-such back in the month of May? 

I am trying to be perfectly frank and honest with you because you 
are my national representatives. If you are in error, I want you to 
be corrected because I want you to represent me as I have entrusted 
you with my membership responsibilities in the past and I expect to 
in the future. 

Mr. Fiemina. This particular question was raised and discussed at 
length, and it was the judgment of the people responsible for publish- 
ing the record that to publish an accurate report here regarding these 
10 amendments would be a better way to do it than just to indicate 
errors. Since they are not carrying these around as the Senator has 
suggested, if you called attention to errors and they didn’t have the 
accurate one at hand, the original at hand, they would not be able to 
make the comparison and the correction. For that reason we just pub- 
lished a clean summary. It may not have been the correct decision, 
but it was the one that appeared to be best. 

The Cuairman. Any further questions? 

Mr. Fay. Yes, Mr. Chairman. 

Taking this farm gas-tax-exemption bill, that was of considerable 
interest to your association in this past Congress, was it not? 

Mr. Suuman. Yes, sir. 

Mr. Fay. You made direct approaches as far as lobbying was con- 
cerned in connection with that legislation ? 

Mr.SuHuman. Yes, sir. 

Mr. Fay. Could you tell the chairman and Senator Thye just how 
you went about that and what contacts were made as far as the Mem- 
bers of this Senate were concerned in that legislation ? 

Mr. Suuman. I would like for Mr. Triggs, if he has the information, 
to respond to that because I don’t recall—I believe I did address a 
letter to some Members of the Congress on it. 

Mr. Triecs. At the informal suggestion of 1 member of the staff 
we prepared and have supplied to the staff a complete legislative his- 
tory on this particular legislative activity. It is a 5-page document 
which I doubt that you would want me to read. 

Mr. Fay. I would just like to have it very succinctly summarized 
to state on that one point what was your method of procedure as far 
as the contacting personally of Senators is concerned. ; 

Mr. Trices. This TO such legislative operations as personal 
contact with Members of Congress and of the Senate, pasienlatty 
with respect to those Members we hoped to induce to introduce a bill. 
It included a great deal of personal contact with leading people in the 
administration, in the executive branch of the Government. It in- 
cluded presentation of testimony before various committees of the 
Congress. It included appearing before the Clay Committee on High- 
way Construction since the two are interrelated. It included a letter 
from Mr. Shuman to all Members,of the House of Representatives. It 
included letters to State farm bureaus. 

This would be the general tenor of such a letter: That such and such 
a matter is before the House Ways and Means Committee, that a de- 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 661 


cision may be expected in the next 3 weeks, and on this policy now is 
the time for State and county farm bureaus to let their views on this 
matter be known to all Members of the Congress and particularly to 
members of the House Ways and Means Committee. 

[ think that is a kind of thumbnail sketch of some of the things we 
do. 

Mr. Fay. I appreciate it, but I would like you to describe, if you 
know, or if Mr. Shuman knows, the number of contacts which are 
actually made with Members of the Senate, personal contacts, where 
interviews were sought and secured with a Senator to express the views 
of the Farm Bureau. 

Mr. Triees. On this specific issue ? 

Mr. Fay. In this instance. 

Mr. Triees. This would be just a guess. I would suppose we talked 
to a dozen Senators. 

Mr. Fay. Yousay we. Who do you mean would do that? 

Mr. Trices. Somebody from the staff. It might not be a visit spe- 
cifically for this purpose. It might be a visit on some other purpose 
in which this was supplementary. 

Mr. Fay. Iunderstand. With respect to the agricultural bill, would 
you say that you contacted more or less than a dozen Senators ¢ 

Mr. Trices. A good many more but I should not try to answer that. 

Mr. SHuman. Mr. Lynn might be able to make an estimate, but it 
would be a great many more. I made no contacts myself on the gas- 
tax exemption, but I did make some contacts, I believe 

Mr. Fay. Again we are not trying to draw any inference from it 
one way or the other, but we are trying to get on the record as far 
as your activities in expressing your interest in specific legislation is 
concerned, 

Mr. SHuman. Mr. Lynn, would you comment on that? 

The Cuairman. Has the witness been sworn ? 

Mr. SHuman. No. 

The Cuarrman. You do solemnly swear that the evidence you shall 
vive before this special Senate committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Lynn. I do. 


TESTIMONY OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AMERICAN 
FARM BUREAU FEDERATION 


_The Cuamrman. Will you state your name, residence, and occupa- 
tion ? 

Mr. Lynn. My name is John C. Lynn, resident of Falls Church, 
Va. Iam legislative director for the American Farm Bureau Federa- 
tion. 

The Cuatrman. Proceed, Mr. Counsel. 

Mr. Lynn. With regard to the number of Senators that we con- 
tacted concerning the farm bill, if we missed any it was by accident. 
I don’t know specifically how many, but I would say in the neighbor- 
hood of 70 or more that we contacted specifically. 

For example, when this issue was being debated in the Senate over 
a very long period of time, as you remember, many of our staff who 
have other responsibilities were assigned to make certain contacts, 
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many on the request of Senators, I might add, to explain a certain 
provision of this bill. 

Mr. Fay. So where you are interested to a high degree in a major 
piece of legislation, your purpose is to try to see if you can’t present 
your position to every Senator of the United States Senate. 

Mr. Lynn. That is right. 

Mr. Fay. We wanted that on the record, not for your organization 
but for all organizations, to have it out in the open that there isn’t 
anything against using proper procedure to get the viewpoint of an 
industry across to the Members of the Senate. 

Does the Farm Bureau ever use a Government agency to endorse 
or sponsor legislation for the Farm Bureau ? 

Mr. Suuman. No, sir. 

Mr. Fay. Does an agency ever call on the bureau to support them 
in presenting any particular matter and ask them for their support? 

Mr. Suuman. I have been contacted by members of Government 
agencies to ask what our position on legislation was or why we took a 
certain position. I don’t believe I have ever been contacted by mem- 
bers of Government and asked to support legislation. I don’t recall 
any such request. 

The Cuarrman. Would you regard it as lobbying if they contacted 
you ? 

* Mr.Suoman. Yes. That would be one kind of lobbying, certainly. 

Mr. Fay. Right at this point, Mr. Chairman, may I have marked 
as an exhibit copies of the registrations for the last quarter of 1955 
of four members of the bureau who are registered, and listing the ex- 
penditure and the allocation of expense to lobbying work ? 

The CuatrMan. This appears to have been signed by you, Mr. Shu- 
man. Will you identify them ? 

Mr. Suuman. These are not all that have been registered. These 
are four: Mr. Triggs, Mr. Fleming, Mr. Hall, and myself. 

Mr. Fay. These are the witnesses who were appearing. 

Mr.Suuman. Yes. There are others. 

The Cuatrman. They may be made exhibit No. 12 for reference. 

(Exhibit No. 12 will be found in committee file.) 

The CuatrmMan. May I ask at this point, to keep the record clear, 
that is not all of those who are registered for the bureau ? 

Mr. Suuman. No. 

The CuatrMan. There are others. 

Mr. Suuman. That is right. 

The CuarrmMan. Those reports were filed also ? 

Mr. Suuman. Yes, sir. They are available to the committee. 

Mr. Fay. There is just one other little area that I would like to ask 
a couple of questions concerning, Mr. Shuman. 

With respect to the political activities of the Farm Bureau, do you 
urge your members or associates to engage in political activities? 

Mr. SHuman. We urge our members to register and vote and put 
particular emphasis on these campaigns. We never urge them to vote 
for any certain person or any certain party, but we do put on very 
strong campaigns to urge voting in the primary. We urge registra- 
tion and voting in general elections. : 

Mr. Fay. As indicated, you publish a voting record as far as this 
legislation is concerned ? 
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Mr. SHuman. Yes, sir. 

Mr. Fay. You also gave us a copy of your Farm Bureau platform 
for America in August 1956. Would you describe to the chairman 
and Senator Thye what that is, particularly ? 

Mr. SHuman. Yes, sir. I would be glad to. This is the statement 
that we prepared based on our policy resolutions to gevent to the 
platform committees of both parties at their national conventions, 
and it was presented to both the Democratic and the Republican Party 
platform committees in their sessions just prior to the national con- 
ventions by a committee from our board of directors. 

The Cuamman. It may be made exhibit No. 13 for reference. 

(Exhibit No. 13 will be found in committee file.) 

Mr. Fay. And for what purpose or objective, Mr. Shuman ? 

Mr. SHuman. The objective was to influence the party platform 
statements and to try to persuade them that they should put in their 
platforms some of the policies which we advocated. We asked a num- 
ber of questions which we felt the farmers of the United States would 
be interested to have answered. 

Mr. Fay. Thank you,sir. What has your organization done in tak- 
ing a position with respect to campaign contributions ? 

Mr. SHumaAn. We never have made any campaign contributions, and 
we would refuse to do so. 

Mr. Fay. Are there limitations as far as your constitution and by- 
laws are concerned to enable you to do so? 

Mr. SHumaAn. I don’t believe that we have any bylaw prohibition, 
but I have not read the bylaws just recently. I don’t believe there is 
any ae prohibition, but we have a long standing policy that would 
prohibit it. 

The Cuairman. Do you do any advertising in your publications for 
particular candidates ? 

Mr. SHumMAN. No; we do not accept political advertising. At least 
we have not in the last several years, and we certainly do not give any 
free space to anyone. 

The CHarrkMAN. You do not accept political advertising ? 

Mr. SHuman. We have not in the last several years. 

Mr. Fay. Are any of the resources of the organization placed at the 
disposal of any political candidate, that you know of, such as personnel 
being made available or anything like that? 

Mr. SHumaAn. No, sir; we do not. 

Mr. Fay. What is the policy of your organization with respect to 
the purchasing of tickets at po iticel dinners, organizational dinners ? 

Mr. SHuman. We have refused invitations to buy these tickets. We 
have not permitted them to be placed on expense accounts. If any 
staff person or officer or member purchases a ticket, he would pay for 
it himself; but, of course, we have no control over persons. I know of 
no one who has made any such contribution. 

The Cuarrman. Did it ever occur to you under those circumstances 


~~ vm may be getting a pretty low batting average from some candi- 
ates 


Mr. SHuman. Mr. Chairman, I am sure that might be correct. 

Mr. Fay. Just one further exhibit, Mr. Chairman, if we could have 
this booklet of the official newsletters for the past year marked as an 
exhibit for reference and be available for the asta 





664 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


The Cuarrman. Did you supply this? 

Mr. Suuman. Our oflice supplied it and I identify it as the official 
Newsletters for the last full year. It does give voting records on 
practically all the legislation that we were interested in. 

The Cuarrman. It may be made exhibit No. 14 for reference. 

(Exhibit No. 14 will be found in committee files. ) 

The Cuairman. Anything further, Senator Thye? 

Anything further, Counsel ? 

For special reasons which the Chair doesn’t feel it necessary to 
announce, we are going to recess until 2: 30. 

(Whereupon, at 12:45 p. m. the hearing was recessed, to reconvene 
at 2:30 p.m. the same day. ) 


AFTER RECESS 


(The hearing reconvened at 2:30 p. m., Senator McClellan pre- 
siding.) 

The CHatrmMan. The committee will come to order. 

(Present at the opening of the afternoon session were Senators 
McClellan and Goldwater.) 

The Cuatrman. Counsel, will you call your next witness. 

Mr. Fay. Dr. Allman, Mr. Stetler, and Dr. Maxwell and Mr. 
Foristel. 

The CuHarrman. Do you and each of you solemnly swear that the evi- 
dence you shall give this special Senate committee will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Dr. Attman. I do. 

Mr. Streruer. I do. 

Dr. Maxwe ut. I do. 

Mr. Foristeu. I do. 


TESTIMONY OF DR. DAVID ALLMAN, PRESIDENT-ELECT OF THE 
AMERICAN MEDICAL ASSOCIATION; C. JOSEPH STETLER, DIREC- 
TOR OF THE LAW DEPARTMENT; DR. CYRUS MAXWELL, LEGIS- 
LATIVE REPRESENTATIVE; AND JAMES W. FORISTEL, COUNSEL, 
WASHINGTON OFFICE, AMERICAN MEDICAL ASSOCIATION 


The CHatrman. Will each of you, beginning at my left, for the 
record give your name and place of residence and your business or 
occupation, please ? 

Dr. Maxwe.u. I am Cyrus H. Maxwell, resident of Bethesda, Md. 
I am assistant director of the Washington office of the American Medi- 
cal Association, Washington, D.C. 

Mr. Srerter. C. Joseph Stetler, residence, Skokie, Ill., director of 
the law department, American Medical Association, Chicago, Il. 

Dr. Artman. David B. Allman, M. D., Atlantic City, N. J., presi- 
dent-elect of the American Medical Association. 

Mr. Foriste.. James W. Foristel, attorney at the Washington office. 
I live at 7 Windsor Road, in Alexandria, Va. 

The CuarrMan. All right, we will proceed. 

Do either of you have a prepared statement that you wish to read ? 

Dr. AttmMan. No, sir. 

Mr. Fay. Doctor, I believe Mr. Stetler and Mr. Foristel and Dr. 
Maxwell had previously discussed with members of the staff the sub- 
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ject matter which we wanted to bring out by your testimony this 
afternoon. 

Dr. AttMAN. That is correct. 

Mr. Fay. I understand they are familiar with the scope of matters 
which we are going to try to cover. Will you state to the committee 
epproximately the total number of physicians currently in the United 
States ¢ 

Dr. Atuman. Short of 200,000. 

Mr. Fay. Approximately how many of them are members of the 
American Medical Association ¢ 

Dr. ALLMAN. Approximately 166,000. 

Mr. Fay. How is the association sustained financially, Doctor? Can 
you give us a résumé of its financial structure ? 

Dr. ALLMAN. There are membership due in the amount of $25 a year. 
There is some income from periodicals which we publish like the 
Journal of the American Medical Association, and specialty journals. 

Mr. Fay. And what is the approximate total of that, your total 
yearly budget, approximately ? 

Dr. Attman. I do not know. The total budget—I thought you 
meant from the periodicals. It is about $9 million for the entire asso- 
ciation. I thought you were referring just to the periodicals. 

Mr. Fay. Can you tell us what your approximate annual expendi- 
tures are? 

Dr. ALtMan. Approximately $9 million. 

Mr. Fay. Your budget is expended during the year. 

Dr. Atuman. Yes, sir. 

The CuatrMan. Isthat $9 million or $900,000 ? 

Mr. Fay. Right on that point, Doctor, to clear that income issue up, 
do you have a percentage breakdown, and approximately is all I need, 
of what is from dues and what is from your publications and other 
sources ? 

Dr. AtumaAn. Yes, sir; we do. 

Mr. Fay. Would you give us that? 

Dr. AtpMan. May I read it? 

Mr. Fay. Yes, please. 

Dr. AttMan. Approximately from dues it is $3,997,500. That comes 
to about 33 percent of the income. 

From subscriptions to the various journals, the Journal of the AMA 
and specialty journals and sale of reprints and so forth, a total of 
$1,867,600, which is approximately 20 percent of the total income. 

From advertising in the journal and specialty journals, $3,763,000, 
which amounts to 41 percent of the income. From our technical 
exhibits at the annual and clinical meetings, each held once a year, 
$278,000, which is approximately 3 percent of the income. Miscel- 
laneous, which is investments and other receipts, $255,500, which is 
also approximately 3 percent. 

The total of that, Mr. Chairman, is $9,261,600, to be exact. 
og enator Gotpwater. To clear up one point, your annual dues are 
$25. 

Dr. Aruman. Per member. 

Senator Gotpwater. And you have 160,000 members. 

Dr. Attman. About 160,000; yes. 

Senator Gotpwater. You report $3.9 million income from dues? 
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Dr. ArpmAn. Yes; and that includes subscriptions to the journal 
and specialty journals and the number I am giving you is the Septem- 
ber 1954 estimate. 

Senator Gotpwater. That does not just include the $25 dues; does 
it? It comes out about $4 million for the dues. 

Dr. Attman. I have not figured that out. 

a Go.tpwatTer. I just wondered what the difference was in 
there. 

Dr. Arttman. That may be where the difference is, sir. 

Senator GotpwaTer. You have no special assessments. 

Dr. AttmMan. No, sir. 

Senator Gotpwater. Your only source then is a straight dues, and 
you do not have political assessments. 

Dr. Atitman. No, sir. 

Mr. Fay. Would you tell the committee what percentage of this 
total income is allocable to the legislative activities of the association, 
or do you have that breakdown ? 

Dr. AttmAn. Yes. Approximately 2.5 percent of the total budget 
is for legislative activities. That is 214 percent. 

Mr. Fay. Is the association incorporated ¢ 

Dr. ALLMAN. Yes, it is. 

Mr. Fay. In what jurisdiction ? 

Dr. AttmAn. In the State of Illinois. 

Mr. Fay. Then I would like to have you give the committee a brief 
description of the original setup of the association, with particular 
emphasis on the departments whose responsibility it is to keep 
abreast of Federal legislation. In other words, give us just generally 
the original setup and then I would like to particularize on the legis- 
lative department of the association. 

Dr. Atpman. The general organizational setup is the doctors, of 
course, are the AMA, and each county elects delegates to the State 
and each State elects delegates to the American Medical Association. 
The house of delegates of the American Medical Association deter- 
mines and sets all policies of the association. Our main headquarters 
is at 535 North Dearborn Street, in Chicago, and it is under a gen- 
eral manager and secretary who are in charge of the employment of 
all employees. We have here, as you siohalie know, in Washington, 
at 1523 L Street NW., what we call our Washington office, which is a 
listening post in legislative matters, and we are located there to assist 
Congress in any way we can in supplying them with information ani 
with help to the Government agencies in any way we can in reference 
to health matters. This is all, of course, that we are concerned with. 

On the national level, we have a committee on legislation. This com- 
mittee on legislation is composed of 11 men, and they are practicing 
MD’s, It is a voluntary thing, of course, and none of us get paid 
for anything, and this committee on legislation has the duty to look 
over any legislation that has a medical implication. They study it 
and they decide whether it is good for the American public’s health 
or they decide whether it is not good. Depending on the conclusion 
they reach, they make such a report to the board of trustees. The 
board of trustees reads the report of the committee on legislation. 
and I believe that your committee has been supplied with those re- 
ports. The board studies the reports of the committees and evalu- 
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ates them and it is then decided whether the health implications are 
sufficient for us to take any active position in the matter, or whether 
they are not, or whether we are opposed or in favor of it. 

If we do decide to take any active position, we then attempt to come 
down before Congress and testify as to our opinion. That is either in 
favor or against the bill. Does that answer your question ¢ 

The CuamrMAN. May I ask, does the committee or association con- 
cern itself with any other legislation in any other area than that of 
health ¢ 

Dr. Attman. Absolutely none. 

The CuHamman. You take no position on economic issues and so 
forth? 

Dr. ALLMAN. Only where health matters are concerned. 

The CHarrMAN. Unless there is a health element involved, you take 
no nosition with respect to other legislation ? 

Dr. AttMAN. Except when the doctor directly is affected economi- 
cally. Then, of course, we would feel free to take a position. 

The Cuarrman. I do not recall any legislation like that where they 
were singled out. They are all supposed to pay their income tax like 
the rest of us, and I do not know of any place they are singled out. 
It may be so. 

Dr. Auman. I thought maybe you were talking about putting doc- 
tors under social security, or something like that, where there is no 
health implication but where we are vitally concerned. I thought 
maybe you were referring to that. 
has CHAIRMAN. Have you taken a position on social security leg- 
isiation ¢ 

Dr. ALtoMan. Oh, yes. 

The CHatrman, All right. 

Mr. Fay. Just extending the chairman’s question one step further, 
you have not taken any position on the Harris-Fulbright bill, which 
was the gas regulation bill? 

Dr. Artman. Oh, no, certainly not, no. 

Mr. Fay. I thought not. How many staff people do you have here 
in Washington ? 

Dv, ArtmaN. In our Washington office, we have 20 employees. 

Mr. Fay. With respect to the legislative end of their work here, 
how many are devoting their time to that full time or part time, sir? 

Dr. ALLMAN. May Tost some information from Dr. Maxwell who 
knows more about this, or may he answer ? 

Dr. Maxwetu. There are six. 

Mr. Fay. Devoting full time or part time? 

Dr. Maxwetx, Part time. 

Mr. Fay. Does anyone devote full time to that service of Federe] 
legislation ? 

Dr. Maxwetu. No, sir. 

Mr. Fay. They do not? 

Dr. Maxwetu. No, sir. 

Mr. Fay. Now under your Sy SDE setup here, who do you 
have registered under the Lobbying Act 

Dr. Maxwett. We have six registered under the Lobbying Act. 

Mr. Fay. Who are they, sir? : 





668 | CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


Dr. Maxwe.u. There is Dr. Alphin, the director of the office, and 
myself, Dr. Kennard, and Mr. Foristel, the attorney, and Paul Done- 
lan, an attorney, and Mr. Kuehl, an attorney. 

Mr. Fay. Now, Mr. Foristel is counsel of the AMA here in his 
Washington office; is that correct ? 

Dr. Maxwetu. He is legal adviser here. 

Mr. Fay. Herein Washington? 

Dr. Maxwetru. Yes, sir. 

Mr. Fay. And Mr. Stetler is the director of the law department in 
Chicago ? 

Dr. Maxwen. Yes, sir. 

Mr. Fay. Mr. Foristel’s duties are primarily what, here in Wash- 
ington, as far as the legislative work of the AMA is concerned? Can 
Mr. Foristel describe that ? 

Mr. Fortsrex. It is to analyze bills, and read the Congressional 
Record every morning that the House or Senate is in session, and pick 
out bills that do have a medical interest, and obtain copies of them, and 
send out a weekly letter on legislation and analyzing the new bills, and 
follow hearings. 

Mr. Fay. Pe wihiiis does the letter go, Mr. Foristel ? 

Mr. Fortsrex. There are two letters from the Washington office. 
One goes to 8,000 or nearly 8,000 people, and that is called the Wash- 
ington News Letter and I have given you a full set of those letters 
for the past 2 years. 

Mr. Fay. You have, sir. 

Mr. Fortstet. There is also a letter entitled “Legislative Analysis,” 
and that letter goes to only 400 people, to people such as the executive 
secretary of State societies, legislative chairman, president of the 
society, and people who have a deep concern with the details, all 
of the details of legislation. 

Mr. Fay. What is the purpose of the legislative analysis? 

Mr. Fortstrev. To explain in a way that a nonlawyer can under- 
a the provisions of a bill, and how a bill might modify existing 

aw. 

Mr. Fay. Does that analysis require or ask for action as far as 
the recipients of a letter are concerned ? 

Mr. Fortstex.. It does not. It is a cold analysis, factual, without 
slant or tilt one way or the other, and just a cold analysis of the situ- 
ation as it appears in the bill. 

Mr. Fay. What about that weekly letter? Does that have any fur- 
ther function than just analytical advising to your members? 

Mr. Fortsret. Only after the association takes an official position. 
Prior to that time there is no slanting. There might be some pros 
or cons, but they would be as they appear to us, as we hear them from 
the various associations who are interested in medical legislation. 
But until the board of trustees or the house of delegates of AMA takes 
a position, there is never anything in the letter which might indicate 
which way the association should tend or may eventually tend. 

Mr. Fay. Now, Dr. Allman, what is done once the policy is set 
up by your, in effect, board of directors of the association ? 

Dr. Atiman. Then if it is near time for the house of delegates 
to meet, or if there is time for the house of delegates’ action, the 
board of trustees presents the matter to the house of delegates, giving 
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them all of the information available and so forth. The house will 
then act on it and adopt a policy which becomes the policy of the 
association, and we testify for or against the bill if we think it is 
necessary. On the other hand, if time does not permit the house of 
delegates to act on it, the board of trustees in the interim can decide 
the policy and then decide what to do. We may be opposed to a bill 
and do nothing about it. We may oppose it actively, as I said before, 
by asking them to come down and testify against it. Or, contrary, 
we may be in favor of a bill and do nothing about it. 

On the other hand we may be so strongly in favor of it we ask 
to be heard on the bill. 

Mr. Fay. Now, if you ask to be heard, then who appears for the 
association ¢ 

Dr. Artman. The board of trustees determines who should appear 
and they select the man to appear. 

Mr. Fay. Is it usually an officer or might it be any medical man of 
the association ? 

Dr. AtutMaAN. It might be any doctor at all who is acquainted with 
the situation. That is, an officer probably would accompany him, 
probably not an officer but a trustee, or the chairman of the committee 
on legislation might accompany him or any man who is conversant 
with the situation. 

The Cuarrman. It depends upon the nature of the legislation ? 

Dr. AtpmaANn. That is correct, and the knowledge that the man 
might have. Certain men know more about certain features. One 
interested in military affairs might come down and testify on some 
military matter. 

Mr. Fay. Now, beyond that, what would the association encourage 
its members or officers to do with respect to putting their views across 
to the members of the legislature? 

Dr. AttMan. Well, they would, of course, be encouraged to give out 
the facts as we see them regarding each bill and attempt to have the 
doctors cognizant of what is going on, that this bill is a good bill for 
these reasons or a bad bill for the same reasons. In important cases 
they might be asked to write a letter to their Senator or Congressman 
supporting a bill. 

The CuatrMan. Do you call on the members, your membership, to 
make a drive to influence Congress by a letter campaign ? 

. Dr. Arpman. That has been done on one or two occasions, yes, 
ut—— 

The Cuarrman. Can you mention the legislation ? 

Dr. Attman. I think it was done on 7225. 

The Cuatrman. That is the social security legislation. 

Dr. Aurman. That is right. 

The Cyaan. The last bill which was considered. 

Dr. Atuman. That is the only one that I can recall that it was 
done on, and there may be others but I do not recall them offhand. 

The Cuarrman. Did you ask them to go out beyond the profession 
and contact other citizens and try to secure letters and telegrams 
from them ? 

Dr. Attman. I believe we asked them to get as much support in 
opposition as we could. I am not sure how it was worded. 


84131—57——_5 
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The Cuamman. You not only alerted them as to what you regarded 
as the adverse features of the bill and what you thought its impact 
would be and asked them to, of course, wire and write their Senators 
and Congressman, but you asked them to go beyond that and interes: 
others if they could do so in asking them to take the same action. 

Dr. AtLman. I believe that is correct, but I do not know the word. 
ing of the various letters. We sought that effect because we thought 
that particular bill was especially bad for America. 

The Cuarrman. You do not recall any other legislation in which 
you did that ? 

Dr. Atpman. No; I do not. Mr. Stetler may. He has had more 
experience. 

Mr. Srerier. You asked the question of whether we contacted our 
membership. That is the only legislation where we made an attempt 
to get to the membership as individuals. Now, there are other bills 
that we have interested ourselves in during the 84th Congress, where 
we have communicated with State medical societies and have asked 
that particular bills be opposed or supported. 

At the State level, they have cade their own decision whether or 
not to alert their membership or to do anything about it one way 
or another. But I think 7225 was the only instance where we made 
a direct appeal to our membership as such. 

The CuarrMan. You did make a direct appeal to your membership 
in this instance, and also urged them to enlist all of the help they 
could get from other citizens in opposition to the measure. 

Mr. Srerier. Are you still talking about 7225 ? 

The CuarrMan. Yes. 

Mr. Sreriter. We did; yes, sir. 

The Cuairman. That is the only instance where you recall where 
you went that far? 

Mr. Sretrier. In that instance we wrote a letter to our membership, 
an individual letter, and I think that is the only bill in the 84th Con- 
gress. I think there were about 160,000 letters. 

The Cuatrman. And you frequently, though, just alert the State 
organizations ¢ 

Mr. Sretter. The State organization or officers or executive per- 
sonnel in a State society, yes, and they sometimes go along and some- 
times they do not. 

The Cuairman. You mean they do not always agree with you? 

Mr. Sretier. That is correct. 

The Cuarrman. As I understand, there has only been one instance 
where you went beyond just the State officials to alert them and sug- 
gest that they be active and get their membership active ? 

Mr. Srerier. That is the only bill that we have written directly 
to our members on. 

The Cuarrman. That is the regular procedure, to contact the State 
organizations and let them work from there on out in the field ? 

Mr. Sretrter. That is correct, because our State medical societies are 
independent and autonomous organizations, and they are responsible 
for what they initiate. 

The CHarrman. They sometimes do not agree with the national 
organization ? 
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Mr. Srerier. They either may not agree with the policy, but nor 
mally they may not agree with the timing, and they may not feel that 
they want to alert their membership at any particular time. 

The Cuarrman. Do you have a copy of your letter of May 11, 1956‘ 

Mr. Sterier. That is a Washington letter. 

The Cuarrman. That is 84-72. 

Mr. Srerier. Yes. 

Dr. ALLMAN. We have the letter here. 

The Cuairman. Reading from the first paragraph: 


THE WEEK IN WASHINGTON 


Because there may be a delay before the social-security bill, H. R. 7225, is 


officially reported out for floor action, any appeal you can make to your Senators 
to oppose disability payments probably will be effective even if received as late 
as the middle of the week. However, you cannot make your contacts too soon. 
(Phone or wire.) 

That is the way you urged all members of the association to be active 
in opposition to the bill. 

Mr. Stetier. In addition, on this bill, this H. R. 7225, an actual 
individual letter went to the membership signed by the man who was 
then president, which was Dr. Elmer Hess. 

The Cuarrman. What I have read from here is not the individual 
letter about which you have been testifying ¢ 

Mr. Srerter. No; it is not. 

The CuairmMan. But this was a general letter that went out in the 
ordinary course of your procedure. 

Mr. Srerier. This letter goes to a readership of about 8,000. We 
would be glad to supply you, if you would like, with a copy of that 
letter that went out on 7225. 

Mr. Fay. That letter went to 160,000 people ? 

Mr. Srerier. Yes, sir. 

The Cuairman. Would you submit a copy of that for the record 
at this point ? 

Mr. Srerier. Yes, sir. 

(The document referred to was marked as “Exhibit No. 15” for 
identification and will be found in committee files. ) 

Mr. Fay. That went to the entire membership / 

Mr. Srerier. That is right. 

Mr. Fay. Right at this point, will you explain the relationship 
of the national office of the AMA to various local and State medical 
societies? You have 48 State societies, do you not ? 

Dr. Attman. That is correct, and they are all antonomous, as Mr. 
Stetler says, and it is a federation of State societies. It is the State 
societies through their repreesntatives in the house of delegates, some- 
what similar to Congress, who determine the policies and the func- 
tions of our national officers in Chicago. Whatever is done in Chi- 
cago is determined by this house of delegates of the AMA which meets 
twice yearly and has equal representation from each State according 
to their membership, 1 delegate to the AMA house of delegates for 
each 1,000 members or fraction thereof. Those delegates determine 
the policies under which our headquarters office at 535 North Dear- 
born operates until the next meeting of the house of delegates. 

Mr. Fay. You said that the State organization was completely 
tutonomous and not under the direction at all of the national organ- 
ization. 
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Dr. Attman. That is correct; yes, sir. 

Mr. Fay. Are there yearly meetings of the house of delegates? 

Dr. Attman. Semiannual meetings. 

Mr. Fay. At those meetings, or in any meetings in recent years, 
Doctor, that you are familiar with, was the subject of the interest of 
the association in Federal legislation discussed ? 

Dr. Attman. Yes. 

Mr. Fay. What would be the general tenor of such discussion as you 
recall it, particularly with respect to what interest the association 
should display in that legislation ? 

Dr. Attman. The tenor was that the association should display 
interest in anything affecting the health and welfare of the American 
people, or certainly anything that directly affected the private prac- 
tice of medicine. 

Mr. Fay. Do you have any recollection of any specific instructions 
that were so given at those house of delegates meetings, as to how 
that could be done? 

Dr. Attman. I do not think there were any specific instructions as 
to how it was to be done. I do not think that was ever delineated. 

Mr. Srertinc. They have never gotten into the mechanics of how 
it should be done. Their position is on either a broad policy or pos- 
sibly on a specific piece of legislation, but I do not recall that they 
have gotten into how to effect that policy position. 

Mr. Fay. To the extent, I am thinking, of sending back to the 
State organizations any thoughts or instructions as to how they might 
most effectively evidence their interest at what we might call the 
grassroots. 

Mr. Sreriter. What they might have asked is that the States be 
supplied with factual material on the question so that they could prop- 
erly orient their membership on all of the pros and cons on particular 
legislature. They probably have gotten into it that far. I can think 
of that in connection with H. R. 7225 again. There was a request, 
I believe, to supply the State societies with informational material 
so that they could disseminate it to their membership. 

Mr. Fay. Carrying it one step further, Mr. Stetler, was there any 
effort to seek the assistance of the doctors as individuals or as the 
head of the local associations in the counties or cities to be in a posi- 
tion after receiving the facts to portray those facts to their representa- 
tives either in the House or in the Senate ’ 

Mr. Sretter. I am not sure they said it in so many words, but there 
is no question that that was the import. That is what the informa- 
tion was for, to get their views across to their individual Congressmen 
and Senators. | 

Mr. Fay. And the policy of the association is that the most effective 
way to do it is through the local personal contact of the individual 
physician who is acquainted with either his representative or his Sen- 
ator in his State. 

Mr. Sretier. That is correct. 

Mr. Fay. Now, with respect to registration, as far as the State or 
local county or city societies are concerned, are there any registra- 
tions that you know of, Mr. Stetler, under the Federal law ? 

Mr. Srerter. It is my understanding that there are some. I could 
not name them, but I think probably 10 or 12 State societies have some 
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registration under the Lobbying Act. I cannot name them for you 
but 1 understand there are 10 or 12. 

Mr. Fay. Do you know what the norm or measuring stick is for 
such registrations, as far as those are concerned ? 

Mr. Sretier. I really do not. They have not sought our advice on 
that, and we have not had any occasion to consult with them on the 
matter. 

Mr. Fay. Now, would you state to the committee in the light of 
what we have just covered with respect to how you do proceed to put 
your views across, what has been the most effective means in express- 
ing your views and in achieving the results you were looking for, Dr. 
Allman? Can you visualize one or more particular means as ef- 
fective ¢ 

Dr. AtLMaNn. Well, the only means that we use routinely is the 
means we just said, to inform our doctors of the good points or the 
lad points of the bill as it may be, and endeavor to have them convey 
our feeling if it is their feeling. There is nothing compulsory about 
it. If he feels the same way we do about it, he can elatiiak to con- 
vey that information to his Senator or his Congressman either by 
word of mouth or by letter. 

Mr. Fay. Then, in effect, you are saying that the individual con- 
tacting his Representative and expressing his personal views is the 
most effective ? 

Dr. Antman. I do not know whether our testimony down here has 
done any good or not. I am reluctant to say. I have been here 
several times. They are the only things we do and I do not know how 
effective any of it has been. 

The Cuarrman. Have you been a bit disappointed in the effective- 
ness of it? 

Dr. Attman. I have in some; yes, sir. 

Mr. Fay. I was trying to determine whether your mere appearance 
and testifying before the committee as to what the views of the as- 
sociation might be would in your opinion be as effective as having the 
local representatives of the 48 States making sure that they personally 
discussed the matter with their Representatives and Senators. 

Dr. Attman. I would not be able to properly evaluate it, I do not 
think. I do not know how you can tell. 

Mr. Sretter. You asked me that question before. In my opinion 
it is more effective for the Congressman and Senators to hear from 
their local constituency ; yes. 

Mr. Fay. Do you seek on occasion to have the local constituency 
come on to Washington to talk to their Senators or Congressmen ? 

Mr. Srerter. I think that was done also in connection with H. R. 
7225, that was passed in this last Congress. I know there were a num- 
ber of States that sent in delegations to talk to the Senators. I do 
not know how many, but maybe Mr. Foristel knows. 

Mr. Fortsten. There must have been 15 such delegations came in, 
and then in addition 

Mr. Fay. From 15 different States? 

Mr. Fortstei. Yes; and in addition to that there were many wit- 
nesses who came and asked to be heard independently of the witnesses 
that we brought. I think there were 40 medical witnesses who came 
on their own. 
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Mr. Fay. They were either individual doctors acting in their own 
behalf or they were county or State medical society representatives. 

Mr. Fortstrev. I think in two cases they were doctors who spoke 
for themselves, and absolutely themselves. In some other cases they 
were speaking for a State society or a national board, a specialty 
board such as pediatrics or whatever it might have been, ophthal- 
mology. 

Mr. Fay. With particular reference to those coming in as delega- 
tions from a State, do you have knowledge as to how their expenses 
were handled through the local society responsible for the delegation, 
and did they pay for the expenses of it ? 

Mr. Srertter. I know, the only part I was involved in, we did not 
have anything to do with their expenses. 

Mr. Fay. The parent organization did not finance such delegations; 
is that right? 

Mr. Sretter. To my knowledge; no. As I say, I cannot speak with 
authority on that, but to my knowledge; no. 

Mr. Fay. Now, with respect to the military medical dependents 
care bill, that was another piece of legislation that your association 
was vitally interested in; was it not? 

Dr. ALLMAN. Yes, sir. 

Mr. Fay. When was that up for consideration ? 

Dr. AttMAN. In 1956, this past year; yes. 

Mr. Fay. Could you very briefly advise the committee just how you 
handled that matter as far as the views of the association to the Sen- 
ate were concerned ? 

Dr. AttmaANn. I can, but I think Mr. Stetler can give you more in- 
formation, if you would allow him. He handled it. 

Mr. Srerier. On that bill, we testified before the House and Senate 
Armed Services Committees. On that particular piece of legislation 
the AMA’s policy was basically this: We did not testify either for or 
against the Government assuming the responsibility of paying for 
that medical care. In our opinion, that was a decision for Congress 
to make, whether that was a proper emolument of military service. 
We did testify in our opinion as to how it should be provided if the 
decision was once made that the care should be given. 

In those instances, we said that if Congress decides to provide 
medical care for dependents, we feel that in overseas areas or in areas 
in the United States where civilian medical facilities were not avail- 
able, it should be provided by physicians in uniform, but that in the 
United States where there were adequate doctors, civilian doctors, 
and civilian facilities we felt that Congress should devise some mech- 
anism of using civilian doctors and civilian facilities, which they did 
in the final analysis. 

The bill that was passed gives a choice for dependents to get their 
medical care either in military facilities or through a civilian mech- 
anism which we are currently working on with the Department of 
Defense. 

Mr. Fay. So in effect you were successful in that particular legisla- 
tion with respect to your primary views? 

Mr. Sretter. I think you would say that, yes. We are right in the 
middle of the details now which is rather laborious, and so it is kind 
of hard to say. 
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Dr. Maxweti. That was also the viewpoint of the Department of 
Defense. I do not think there was particular disagreement on that 
issue. 

Mr. Fay. In effect, you were working with the Department of De- 
fense as far as the ultimate viewpoint of the association was concerned 
in that ? 

Mr. Sterier. Yes, sir. In our testimony before the House Armed 
Services Committee we made a number of specific recommended 
imendments which were accepted, and were finally encompassed in 
the final bill passed by the Senate. But we worked with the Depart- 
ment of Defense on this measure, and we are now working with Shows 

Mr. Fay. Is the same true with respect to the Doctors’ Draft Act ¢ 

Mr. Srerier. On the doctor’s draft law, just by way of a little bit 
of history, in June of 1950 when the Korean war was in effect, that is 
when the doctors’ draft law was originally proposed as a mechanism 
for calling back medical reservists into the Armed Forces in an orderly 
fashion. We testified in favor of the doctor’s draft law when it was 
originally enacted. It was originally passed for 2 years. It was ex- 
tended on two occasions. Now, the last time it was up for extension 
for another 2 years, we opposed it because in our opinion there had 
heen a change in circumstances. 

The Korean war was over, the number of men in the Armed Forces 
had been reduced and the number of doctors per thousand men in the 
Armed Forces was reduced, and there were more doctors available 
through normal selective service channels. We felt that their legiti- 
inate needs could be met on a voluntary basis, and we opposed the last 
extension of the doctors’ draft law. 

Mr. Fay. In that instance, did you have occasion to work with the 
executive branch of the Government ? 

Mr. Sterier. Yes. 

Mr. Fay. Similar to what you had in the medical dependent care 
iill with the Defense Department ? 

Mr. Srerzter. In our specific recommendation at that time, it was 
that the basic Selective Service Act be amended with respect to physi- 
cians so that a selective callup could be made, but the doctors should 
not be subjected to double liability for draft because under the doctors’ 
draft law they were liable up to the age of 50 and we felt their re- 
sponsibilities should end at the same age as other folks. 

I might say that in the last 2 weeks we have been advised by the De- 
partment of Defense that they have adopted that approach, and that 
in this next session of Congress they intend to recommend that mecha- 
nism and to do away with the doctors’ draft law. 

Mr. Fortsrev. We also at that time worked with the Department 
of Defense and perfected a bill which was known as the Career In- 
centive Act to raise the pay of doctors in service so that they could 
build wp a career corps. 

Mr. Fay. So that in effect that amendment was AMA’s amendment, 
lather than the Defense Department’s amendment ? 

Mr. Fortsren. It was a mutual effort. 

Mr. Fay. A mutual effort that you describe? 

Mr. Fortsten. It was a separate law. 

Mr. Fay. I have taken up a step ahead of you there, that so far 
as actually working on some of this legislation, you have presented 
amendments ? 
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Mr. Srerier. The only amendment we presented was not in actual 
amendment wording, but in our testimony before the Armed Services 
Committees of the House and Senate, we recommended this approach. 
I understand now that it will be encompassed in legislation next year. 
I have not seen it yet, but that is what they advise us. 

Mr. Fay. Have you had occasion in working with the executive 
branch, particularly the Defense Department, to actually submit pro- 
posed legislation that would set forth your views as to how subject 
matter such as the Doctors’ Draft Act might be dealt with? 

Mr. Sreruer. I think we probably have had the occasion but to my 
knowledge we have never submitted exact wording for a bill. 

Mr. Fay. You have submitted memoranda? 

Mr. Srerier. Our views, yes, sir; and they can word it as they see 
fit, or reject it as they see fit, of course. 

Mr. Fay. Now, particularly with respect to the Doctors’ Draft Act 
and the military medical dependents care bill, did you have personal 
contact with the Representatives and the Senators on the Hill here to 
— your views ? 

{r. Srerter. I would not have had but probably Dr. Maxwell had. 

Dr. Maxweti. With the members of the Senate committee, my work 
is with the Senate, and with the staff of the committee. 

Mr. Fay. How about the actual contact of Members of the Senate 
itself? 

Dr. Maxwetu. No. 

Mr. Fay. You had no occasion to talk to Members of the Senate? 

Dr. Maxwe.u. No, sir. 

Mr. Fay. Mr. Foristel ? 

Mr. Fortsrex. No. 

Mr. Fay. So that no one that is registered as far as the AMA was 
concerned had the occasion to actually come up and personally present 
their views to Members either of the House or the Senate? 

Mr. Forisren. You are only talking about one bill now? 

Mr. Fay. No; I am trying to give a general example. Are there 
other occasions when you have? 

Mr. Foristet. Oh, yes. 

Mr. Fay. Will you describe the most effective or the most recent 
case. 

Mr. MAxweELu. 7225 is the most recent one. 

Mr. Fay. What was done in that case ? 

Dr. Maxwetu. In that case, we contacted a number of the Senators’ 
offices and ordinarily talked with the legislative assistant, telling him 
our view and asking him to convey it to the Senator and asking him if 
he would like us to talk to the Senator. If he did, we would talk to 
the indivdual Senator. We talked definitely to the members of the 
Senate Finance Committee. And occasionally when people came in 
to talk to their Senator from the outside, we might accompany them 
when they went to see the Senator. Ordinarily not, but we might if 
they asked us to. 

Mr. Fay. Was that done in numerous instances, would you say, or 
was that an unusual instance? 

Dr. Maxwetu. With the Senators, it was rather unusual. For my- 
self it was 5 or 6 times. 

Mr. Fay. Do you have any knowledge as to the total number of 
Senators that might have been contacted on behalf of the AMA in 
connection with 7225? Would you say it was a dozen or 25? 
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Dr. Maxwett. Oh, yes; it is pretty hard to separate what the State 
societies did and what we did in that. The State societies contacted 
probably all of their Senators, either at home or here. We contacted 
some of them, and I would say we contacted approximately a third of 
the Senators direct, and almost all of their offices. 

Mr. Fay. But so far as the States were concerned, you had no way of 
coordinating the activity to know what the results were, and they 
could have contacted all 96 Senators. Is that a fair statement ! 

Dr. MaxweE.u. Well, I suspect most of them told us the results of 
their visit or their contact with them. 

Mr. Fay. Did you keep a voting record at all, as far as the reports 
that you received from the State societies’ visits with the Senators? 

Dr. MAxweELL. Yes, sir. 

Mr. Fay. Youdid? 

Dr. Maxweti. On what they thought the Senators’ viewpoint was. 
Most of the Senators, of course, do not commit themselves. They want 
to get all of the evidence. They will listen to your viewpoint, and the 
man who comes back will estimate whether he will get support, but 
the Senators do not know until the final time comes how they are going 
to vote. 

Mr. Fay. As far as your association was concerned, you would try 
to keep some kind of a tabulation from which you might be able to ap- 
proximate what you felt the standing of the Senate was on 7225? 

Dr. Maxweu. That is right. 

Mr. Fay. And thereafter the contacts would be made with the men 
who still had evidenced the thought that they might vote against your 
position on it? 

Dr. Maxwetu. Not entirely. We thought it was a good plan for 
them to have the viewpoints of their local people and possibly some of 
them would change their viewpoints, both ways. 

Mr. Fay. But at least you had the tabulation so that you could 
determine the advisability of concentrating pressure on one particular 
Senator rather than another? 

Dr. Maxweui. That is right. 

Mr. Fay. And where it was necessary, you attempted to do so by the 
contacts through either your local representatives in the States, or 
through the headquarters here ? 

Dr. Maxwetu, That is right. 

The Cuatrman. Do you like that word “pressure” ? 

Dr. Maxweuu. No; but we hear it a lot. 

Mr. Fay. I was not putting any evil connotation on it. I might have 
used “contacts” rather than “pressure.” 

Dr. Maxweiu. We are proud of what we did. 

The Cuamman. If a Senator was in doubt, you thought there was 
some hope; is that correct ? 

Dr. Maxweun. That is right. 

Mr. Fay. Dr. Allman, could you tell the committee whether or not 
the association has ever used public relation firms in connection with 
any legislation that it was interested in? 

Dr. Anpman. Yes, they have. 

__Mr. Fay. Would you describe particularly the outstanding example, 
if I might use that expression to describe it, wherein you did use pub- 
lie relation firms and just what they did? 
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Dr. Attman. I think the outstanding example probably was Whit- 
taker and Baxter who were employed in 1949, and who worked for 
the American Medical Association for approximately 214 years. | 
think their work is probably the most outstanding. 

Mr. Fay. Could you describe the method of operation in that par- 
ticular instance, Doctor ¢ 

(Senator Thye entered the room. ) 

Dr. Arpman. They came to the AMA before I did. They came 
in 1949. 

Mr. Fay. Mr. Stetler, could you describe it ¢ 

Mr. Sretrier. I can give you what I know about it. I am in the 
same relative position. I did not come with the AMA until after 
they had terminated their relationship, but basically they assisted 
in the preparation of material in connection with the Wagner-Mur- 
ray-Dingell bill, which was compulsory health insurance legislation, 
to acquaint the doctors—and I think some of their literature was di- 
rected to the public in general with respect to this particular bill— 
why they felt it was bad. This literature was wideely disseminated 
not only among the medical profession but the public generally. 

Mr. Fay. How were the doctors used in putting that program 
across ¢ 

Mr. Srerier. I believe that this material was sent out not only to 
State and county medical societies, but also to individual doctors for 
them to distribute to their patients or in any way they saw fit. It 
was a brochure publication, various types of material that was dis- 
tributed, and I think ultimately down through the doctors’ offices. 

Mr. Fay. What was the basic plan of attack proposed by Whittaker 
and Baxter in this particular fight? Can you describe it? 

Mr. Sretter. Public education, I would say, to try to acquaint the 
public with what we felt were the bad aspects of compulsory health 
insurance and how it would act in a bad way on the operations of the 
medical profession generally and its effects on the public as an indi- 
vidual procurer of medical services. 

Mr. Fay. Do you know what the cost of that particular project was 
as far as the AMA was concerned ? 

Mr. Srerter. I believe the cost as far as professional services for 
Whittaker and Baxter as such was $100,000 a year. Now, that obvi- 
ously does not encompass the cost of printing the various publications 
that they put out, and that was a much more extensive figure but I do 
not know the total cost. 

Mr. Fay. Dr. Maxwell, are you familiar with this? 

Dr. Maxwe.u. That operation was from Chicago, and I was here 
during part of that time, and we had no contacts with them at all. 

Mr. Fay. There was a special assessment made against the mem- 
bers at that time, for that particular program; was there not? 

Dr. Maxwett. Yes. 

Mr. Fay. That was how much? 

Dr. Maxwe.L. $25. 

Mr. Fay. How many members did you have at that time? 

oot Foristet. That was a voluntary assessment, in the beginning 
at least. 


Dr. Maxwetu. There were approximately 140,000 doctors at that 
time. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 679 


Mr. Fay. Do you know how many participated in the contribution ¢ 

Dr. Maxwett. I do not. 

Mr. Sterier. I think Dr. Allman would like to qualify that $25 
assessment. 

Dr. ALLMAN, I do not think that was exactly an assessment. I am 
sure that these are the facts: Up until 1949 the expenses of the AMA 
jad always been met by the profits from the publication of the jour- 
nals—the AMA Journal and the specialty journal and so forth and so 
on. At about that time, the cost of printing was going up and labor 
and so forth, so the profits were dwindling and diminishing. Then 
when we felt that we needed some public relations counsel, and when 
we realized what it would cost us, there was only one way to raise the 
money inasmuch as the income from periodicals went down, and that 
was to levy dues on the members. 

As 1 remember, and I am reasonably sure I am right, it was the 
firset year that the AMA had, in its hundred years of existence, ever 
charged any dues, or ever assessed any dues. So that the $25 assess- 
ment, as it has been called, is really the annual dues for membership 
in the American Medical Association. 

Mr. Srercer. It was inaugurated at that time and they have 
charged $25 a year since then. 

Mr. Fay. In 1949? 

Mr. Strerter. I think it was. 

The Cuamman. We understand that that was done prior to 1949, 
or prior to that there were no dues collected from the members of the 
medical profession. 

Dr. Atuman. That is correct. 

The Cuamman. At that time you found you needed money? 

Dr. AtpMANn. Because of the reasons I have just given you; yes, sir. 

The CHatrMANn. For the reasons you have given, and you initiated 
then the assessment of dues ? 

Dr. Aunman. That is right. 

The CuHatrMan. On the membership? 

Dr. AtuMAN. That is correct. 

The Caatrman. And that has continued up to now? 

Dr. ALLMAN. Yes, sir. 

Mr. Sterier. The only charge before that, I might say, they were 
charged a subscription charge of $10 or $15 for the weekly journal 
which they received, but it was not dues as such. 

The CHatrman. Now you charge them dues as such? 

Mr. Srerier. Which includes the subscription charge. 

Dr. Auman. It includes $15 which is allocated to subscription in 
the journal. 

The Cuarrman. According to your statement here, you have in ex- 
cess of $9 million income annually now. How much of that do you 
spend for lobbying purposes? 

Dr. Atnman. Well, if you mean the Washington office, it is about 
one-half of 1 percent is spent for lobbying. 

The Cuatrrman. How much of that money do you spend in an at- 
tempt to influence legislative action? 

Dr. Atuman. Our entire legislative activities do not exceed 2 per- 
cent of the entire income. 

The Cuatrman. You mean $160,000 a year? 

Dr. ALLMAN. It is about $200,000. 
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The Cuarrman. I am curious to know what the other 98 percent is 
spent for. 

Dr. Attman. The other 98 percent—— 

The Cuarrman. In general terms, or briefly. 

Dr. Attman. For our scientific activities, we spend $5,541,000, 
which is 60 percent. That is various scientific publications, and study 
of research and investigating and analyzing drugs. 

The Cuarmman. That is disseminating information gained from 
research ¢ 

Dr. Attman. Industrial health, and mental health, and the Ameri- 
can Medical Education Foundation, and studies of the American Med- 
ical Association, and so on. 

The Cuarrman. I think that it needs clarification. We are talkin 
about lobbying, and trying to influence legislation, and you net 
$9 million. 

Dr. Attman. Not for that. 

The Cuatrman. You do not spend all of that $9 million trying to 
influence Congressmen and Senators, do you ? 

Dr. Attman. Five and a half million dollars goes for our purely 
scientific activities. Half a million dollars or 6 percent goes for our 
socioeconomic operations, that is the Council on Medical Service and 
the Bureau of Medical Economics. 

The Cuarrman. Does that include entertaining Congressmen and 
Senators? 

Dr. Attman. No, sir; it does not. 

The Cuarrman. It does not include that? 

Dr. AtutmAan. No. We spend $134 million—$1,758,000—or 19 per- 
cent for public relations, health education, and the publication of 
what we call Today’s Health, and that is our old Hygeia magazine, 
and the bureau of investigation, and biographical records. Then 
there is this 3 percent or $318,000 is all we spent on the Washington 
office and on the law department and on the legislative activities. 
When you take the law department out of that, you leave about 214 
percent for what you are questioning about here. 

The Cuarrman. That does not include what the local State organi- 
zations may spend. 

Dr. Attman. None of this includes anything of the States. 

The Cuarrman. What they may spend to put on a campaign, to 
write your Congressmen and Senator, that would not be included? 

Dr. Aruman. Oh, no, we have no jurisdiction over that. That is 
entirely their business. Then it costs us $852,000 to administer our 
membership services, send them our pamphlets and so on and so forth, 
and there is a balance, a slight balance here estimated from 1954 of 
these figures. To recapitulate, it adds up this way: Reserve of about 
3 percent, 9 percent to service our members with the information they 
desire, 19 percent for public information, 6 percent for socioeconomic 
activities, and 60 percent for our scientific activities, which leaves only 
3 percent which is spent on the Washington office, on the law depart- 
ment, and on legislative activities. 

The Cuarrman. Let me ask you, is there any expenditure there for 
political activities ? 

Dr. Attman. No, sir. ' 

The Cuarrman. Are there any campaign contributions? 
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Dr. Attman. No, sir. 

The CuamMan. Direct or indirect ? i 

Dr. Auman. Well, of course I do not know what an individual 
physician might do. : a 

The Cuammayn. I am talking about your organization. 

Dr. Atuaan. Absolutely none; no, sir. [ 

The CHatrMAN. Individuals, of course, are free to contribute or 
not, as they choose. a 

Dr. Attman. Absolutely none from the association. _ tT. 

The Cuatrman. None for political activities in connection with it! 

Dr. AttmaANn. None whatever in any way, shape, or form. 

The Cuairman. Does your organization as such favor one party 
as against another ? 

Dr. Autman. No, sir, I think that we just represent the American 
public, and I think we are about asevenly divided. 

The Cuatrman. You think that you are evenly divided ¢ 

Dr. Attman. I know that we are. 

The CuairMan. Let me ask you something else there. Do you feel 
that it is perfectly legitimate and proper, and that there is enough 
legislation of the character that might adversely affect the health 
of the Nation and the doctors’ profession that you need to maintain 
a lobbying group as you do? Do you think it is justified / 

Dr. AttMan. Well, sir, when you speak of “lobbying group,” I 
suppose you take in the broad use of the Washington oflice ? 

The CHarrman. I do. 

Dr. AttMan. Which we do not consider as a lobbying post. 

The Carman. But you register, and I am talking about the main- 
taining of a registered lobbyist for whatever purpose they serve. 

Dr. Attman. I do not think that we do enough lobbying to main- 
tain that group. I think a lot of them are registered just in case, and 
when and if. 

The Cuairman. Just a precaution ? 

Dr. Attman. That is correct, sir. 

The CuarrMan. To be sure that they are not in violation of the 

aw 2 

Dr. Atpman. I think one man could actually do the work, but 
because one man cannot be omnipotent, that is the reason it is 
diversified. 

The Cuamman. You do feel that it is of sufficient national interest 
that the doctors have a responsibility to safeguard the health of the 
people, and to be interested in legislation that might adversely affect 
them ¢ 

Dr. Autman. I certainly do. 

The Cuarrman. You feel like it is a patriotic duty to do that ? 

Dr. Attman. Health is our greatest heritage, and I think we doctors 
should do all we can to improve it and protect it. 

The Cuamman. Your judgment may err sometimes, but your pur- 
pose is to serve the health interest of the people of this Nation. 

Dr. Autman. I do not think that that can be questioned, sir. 

The Cuarrman. And in your lobbying, if we call it that, let us 
give it the harshest term, you do it out of a belief that the legislation 
is either bad or that the legislation is good ? 

Dr, Autman. That is correct, sir. 
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The Cuarrman. And you try to inform not only the doctors but 
the public in instances of what you regard as the merits or lack of 
merits of pending legislation ? 

Dr. ALLMAN. You are correct, sir. 

The Cuamman. Are there any further questions? 

Mr. Fay. Doctor, you were in the house of delegates at the time. 
In 1949 and 1951 were you not on the board of directors of the house 
of delegates? 

_Dr. Attman. No; I went to the board of trustees in June of 1951, 
sir. 

Mr. Fay. You are familiar generally with the cost of that Whitaker 
campaign. Would it be fair to say over a period of approximately 
between 2 and 3 years that the Medical Association spent close to $5 
million on that campaign ¢ 

Dr. Attman. No; I think that is high, sir. I don’t know the num- 
ber, but I think that is about double what it was. 

Am I correct ? 

Mr. Sretier. It is several million. There is no question about that. 
T can’t say that it is five. I think five is high. That figure is ascer- 
tainable and we can supply it to you if you want it. We just cannot 
put our finger on it right now. It is certainly ascertainable. If you 
want it we will be glad to give it to you. 

The CuatrmMan. Will you supply that figure for the record? 

Mr. Srerier. Yes. 

Dr. Attman. Every penny was reported by Whitaker and Baxter, 
Iam sure. They were supermeticulous in reporting every cent they 
received and spent. 

The Cuarrman. If they reported it and you have it you can supply 
it to us. 

Dr. Atuman. Oh, yes; it antedates Mr. Stetler and me, 

Mr. Fay. At that time, Drs. Whitaker and Baxter were registered 
under the Lobbying Act and as such they reported the expenditures / 

Dr. Attman. That is correct. 

Mr. Fay. Which would indicate expenditures in excess of $4 million. 

Mr. Sretier. I am not sure of that figure. As I say, we have it and 
will be glad to give it to you. 

Mr. Fay. Would that have been the total amount of money that was 
expended by the AMA to express its views with respect to that legis- 
lation ? 

Mr. Sretier. That would be the total amount paid to them, pro}- 
ably not the total amount that was expended, but I would say the 
very great majority of it, because they were handling that campaign 
I believe at the time. There may have been other amounts, but I think 
they would be fairly incidental to that figure. 

Mr. Fay. Would it be possible at all to estimate just in a round 
figure what might have been spent by the medical profession as op- 
posed to the association for that particular piece of legislation? 

Mr. Sretier. The medical profession ? 

Mr. Fay. Yes. 

Mr. Sretier. No, sir; I am afraid there isn’t anyone who could 
give you an accurate estimate on that. 

Mr. Fay. But it would be fair to say it was what the association 
spent ? 
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Mr. Srerver. I don’t think it would. 

Mr. Fay. Wasn’t every doctor actually enlisted in that particular 
cainpaign to become as active as he reasonably could ! 

Mr. Srerier. I would say “Yes.” 

Mr. Fay. And to make any expenditures and to do anything that 
le could 

Mr. Srevier. No. 

Mr. Fay (continuing). Which would further the defeat of that 
particular legislation ? 

- Mr. Sterier. Certainly not. You say anything he could. 

Mr. Fay. I am satisfied that he was advised to do that which was 
reasonable and logical and legal. 

Mr. Srerier. I think they probably expended a lot of effort, but 
| don’t know in terms of how much additional money was expended 
by any individual physician. I don’t really think that that would 
lave been involved. 

Dr. ALLMAN. You see, they were all supplied with ample literature 
and I doubt if they really spent much money. I don’t know. There 
sno way of checking back on it. Each doctor received many pamph- 
lets included in that $4 million that you talk about. They received 
any number of copies, and all they had to do was to hand them out. 
There was no reason for their spending any money. So I don’t be- 
lieve that the doctors, knowing + ys as I do, spent very much money 
on that. 

Mr. Fay. The next point: The chairman asked a little earlier, Dr. 
Allman, if the association ever took any part in any outside legislation 
which didn’t affect health or the particular group as an association. 
I asked if you had expressed any interest in such legislation as the 
Harris-Fulbright gas bill and you indicated “No.” 

What about the Bricker amendment which was introduced? Did 
the association take a position on that ! 

Dr. ALLMAN. Yes; we did. 

Mr. Fay. Will you describe the activities on that? 

Dr. ALtMAN. May Mr. Stetler do it ? 

Mr. Fay. Please. 

Mr. Srerter. On the Bricker amendment our house of delegates 
adopted a position of support of the Bricker amendment. We feel or 
it was the feeling of our house of delegates that there were medical 
implications involved in the Bricker proposal. 

The CuairMan. Briefly, what were they, very briefly. 

Mr. Srerier. The International Labor Organization, which is a 
subsidiary to the United Nations, came forward with conventions 
which, as you know, have the effect of treaties if ratified. Some of 
the pronesrereante of the ILO in effect have all of what we consider 
the bad effects of the compulsory health-insurance legislation. We 
felt that it was as much a hazard to the health of this country to have 
one of the conventions of the ILO ratified as a treaty as it would be 
to have domestic legislation enacted by Congress, only under the 
present setup it is a little bit easier to have a convention adopted with 
the ratification of two-thirds of the Senate. 

_ Dr. Attman. If I may interrupt, Mr. Stetler, right there: One case 
in point on that is the fact that under one of these conventions foreign 
vraduates from substandard schools can be admitted to medical exam- 
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ination in any State inthe Union. I am president of the State Board 
of Medical Examiners of New Jersey. We only admit American citi- 
zens and they must come from grade A schools. We think that our 
citizens of New Jersey are entitled to nothing but the finest medical 
care. Under this ILO deal which Mr. Stetler tells you about, anyone 
from a substandard school from a foreign country, particularly Italy, 
can come in and take our examination, whereas an American boy must 
be an American citizen and must be from a grade A school. We 
definitely felt that that would lower the oy of medicine in New 
Jersey and that is one of the things that we feel is definitely a health 
implication in the Bricker amendment. fe 

The CuairMan. Without arguing the merits of it, if he comes from 
another country and takes the examination and passes it, does he not 
meet the standards? 

Dr. Attman. No, no indeed ; not necessarily. 

The CuHairMan. Passing the examination is not the final test, then? 

Dr. AttMan. No. 

Mr. Fortstet. Even a blind hog gets an acorn once in a while. He 
might pass the examination. 

The Cuatrman. I am not complaining. I am just trying to get 
the whole pattern of your operation. 

You favored the Bricker amendment ? 

Dr. AttMAN. Because that was one of the things that was bad. 

The CHatrMan. Because you were apprehensive on what might get 
through the back door or the side door; is that right ? 

Dr. Attman. That did get in. 

The Cuarrman. You thought that might have an adverse effect on 
America’s health ? 

Dr. Attman. Excuse me. I interrupted Mr. Stetler. That is just 
one concrete example of it. 

Mr. Srerver. We felt if domestic issues were involved in these con- 
ventions or treaties, there should be a later ratification through the 
normal processes of the House and the Senate. 

Mr. Fay. You can answer this, I believe, Mr. Foristel. Does the 
AMA compile the voting records of Congress ? 

Mr. Fortsret. We don’t compile them, but we do answer inquiries 
that are made by doctors out in the States by using the Congressional 
Quarterly service, for instance. Of course, not too many medical bills 
are ever put to a record vote, but whenever one is, we sometimes quote 
from Congressional Quarterly and supply a person who inquires with 
the information. 

The Cuatrman. Do you send it out generally as propaganda ? 

Mr. Foristet. We do not, Senator. We doit only in reply to a letter 
asking fora voting record. We state our source in our letter. 

The cate eT In other words, you don’t publish a batting aver- 
age at all? 

Mr. Foristex. No,sir. We publish no batting average. 

Mr. Fay. As far as some of the States are concerned, numerous States 
do call in or write in and ask for the voting average of Senators or 
Congressmen on a particular piece of legislation ? 

_Mr. Foristex. Not average. They ask for the voting record, and we 
give it as it appears from the Congressional Quarterly. 

_ Senator Gotpwater. May I ask a question here? Do you at that 
time comment whether the vote was right or wrong? 
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Mr. Fortster. Wedonot. In fact, we don’t even state how the AMA 
stood on the issue. 

Senator Tuyr. At that point, Mr. Chairman, I would like to ask a 

question. 
Do you communicate with the secretaries of the State medical asso- 
ciations and ask them to contact the various members in that State 
relative to sending the national office information relative to the vote 
of a member of the State legislature ? 

Mr. Fortstet. We don’t do it through the national office. Much of 
that information is volunteered, however, from the State societies. 

Senator Ture. Yes; I realize that, but the further point that I am 
trying to get established is: Do you contact the secretary of the State 
medical association and say, “It would be well for you to advise your 
members to make a request of the national office for certain informa- 
tion relative to voting records” ¢ 

Dr. ALLMAN. No; we don’t do that. 

Mr. Fay. Do the State or local medical societies oppose or support 
candidates for local or State offices, Dr. Allman ? 

Dr. Atuman. As far as I know, they do not. Certainly we have 
nothing to do with it. We never suggest even that they might or 
should. I know in New Jersey we do nothing of the kind. Again, 
as I say, our trustees met yesterday and there are as many Democrats 
as Republicans. We don’t have Prohibitionists. We are all races, 
colors and creeds and political colors. Politics isn’t discussed at those 
meetings. There is no directive sent out on it at all. 

Mr. Fay. Are you aware of any groups or committees of the mem- 
bership whose principal function is endorsing or opposing the candi- 
dacy of individuals for elective office ? 

Can Mr. Foristel tell us? 

Dr. Arnman. He probably knows. I have never heard. 

Mr. Fortstet. There have been groups called healing arts groups 
that have sprung up in a locality. In fact, there was one down in 
Florida 6 years ago, for Senator Smathers. Asa matter of fact, there 
is one now at the Republican National Committee for Eisenhower. 
But they have nothing to do with any medical society. 

Mr. Fay. What is your differentiation between the healing arts 
group and the medical society, if you will, so we will have the record 
streicht on it. 

Mr. Fortstet. The difference is that the healing arts group is a 
voluntary group of people who get together, doctors, dentists, drug- 
gists, nurses. They have existed in the past such as these two that I 
have mentioned. 

Mr. Fay. And without any prompting or any assist from the 
national headquarters of AMA ? 

Mr. Fortstei. Without any assist. 

Dr. Attman. And they may or may not belong to the AMA or the 
State society. We don’t know and are not interested. 

Mr. Fay. As far as the healing arts is concerned, it includes others 
outside the AMA ? 

Dr. Attman. I don’t know. 

Mr. Maxwetu. There is also a committee for Stevenson this time, 
a national committee, of physicians. 

Senator Gotpwater. Do you have to bring that out ? 

84131—57- 6 
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Mr. Fay. In other words, there is a committee for Eisenhower as 
far as one group of doctors is concerned, who just incidentally are 
also members of the AMA, or some of which may not be members. 

Mr. Maxwewt. That is right. 

Mr. Fay. And there is a similar group that is for the opposing 
candidate. 

Mr. Maxwe tt. Right. 

Mr. Fay. As far as the individual doctors are concerned. 

Mr. Maxweut. That is right. 

Dr. Aupman. About neither of which do we have any official know]- 
edge nor do we give any recognition or sanction. 

Mr. Fay. I note from reading your lobbying report that it is filed 
under protest. Will you explain to the chairman and Senator Thye 
and Senator Goldwater why that was done? 

Dr. AtuMan. May Mr. Stetler do it? 

Mr. Srerier. Only because, as you know, the present wording of 
the Lobbying Act is somewhat confusing and also some of the reading 
of the cases in this area are somewhat confusing. We are not really 
convinced in our own minds with the multipurpose organization we 
have and the very small part that lobbying as such has to do with our 
activities that we are responsible for registering under the Lobbying 
Act as an organization, it is such a small part of our activity. But 
out of an abundance of caution we have registered for many years as 
you know, and we registered under protest for that reason. 

The Cuarrman. Has each of your reports been filed under protest ! 

Mr. Srerier. For the last 2 years at least, I believe. I don’t know 
if they had before that or not, sir. 

The CHatrman. Was the reason for the protest simply confined 
to the fact that you doubt that the status as it exists now applies? 

Mr. Srerter. We are in doubt as to whether or not we are respon- 
sible for registering, but from an abundance of caution we have 
registered. 

The Cuarrman. Is there any other reason for protesting the filing! 

Mr. Srerier. No. 

The Cuarrman. Is there anything in it that causes you to be doubt- 
ful about the legality or morality of it # 

Mr. Sretuer. Of the law itself? 

The CuarrMan. No; of your report, your activity. 

Mr. Srerier. No, indeed. It is merely a question of our being 
covered under the law. 

The CuHarrman. What is the view of your organization with respect 
to whether this law should be strengthened ? 

Mr. Sreruer. Our organization as such, sir, has never adopted any 
official policy on that. So, as an organization I can give no official 
reply. 

The CHarrMan. You are not authorized to speak for the organ- 
ization on that? 

Mr. Srerier. If I were to speak as an individual I would say | 
believe there could be some clarification of terms through some 
amendments in the Lobbying Act. 

The Cuatrman. Let me ask you, then, if you can’t speak for the 
organization, speak for yourself on this: 
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Do you think an organization such as yours and taking into account 
its activities, should be required to register or come es a lobbying 
statute ¢ 

Mr. Sreruer. I personally do not. However, if Congress decides 
that they should, 1 think the wording should be sufficiently clear so 
that all organizations in our relative position would file. I think 
that condition probably doesn’t prevail today. 

The Cuamman. Assuming the existing law doesn’t include or 
embrace your organization, and if we were going to amend the law 
and enact a new one, do you think it should not be broad enough to 
over the activities that your organization now engages in? 

Mr. Srerver. I would say that we have no particular objection. 
My comment originally was I do not think so because our part as an 
organization in lobbying is such a small part of our activity that it 
seems to be lost in our overall objectives. However, as I say again, 
that is for Congress to decide and we have no objection. 

The Cuarrman. I know Congress has the final responsibility in 
making the decision, but actually we are hopeful that in the course 
of these hearings we will get some advice and counsel and ideas from 
some of the citizens, from some people who engage in lobbying, who 
are associated with organizations that sometimes try to influence leg- 
islation, so we can come out of this with something fruitful, something 
that will be constructive, and enact a new lobbying act or modify or 
amend the existing one so as to cover those who should be covered 
and eliminate those who should not, and also to require the reports 
necessary to inform the Congress on who is a lobbyist, and who is not, 
and the sources of his revenues. 

Mr. Srerter. I think our main comment would be not to the ques- 
tion of whether organizations such as ours should register but prob- 
ably some clarification of the law as to what type of activity should 
be reported and what specific expenditures. There is a great deal of 
doubt right now as to just what the law does require. 

The Caatrman. I think that doubt exists not only with the Ameri- 
can Medical Association but probably in many other quarters. 

Mr. Srerirr. I think that is true. 

The Cuatrman. Again I say I am hopeful that in our search here 
for facts and trying to develop the pattern of things as they are 
practiced today we can come up finally with some solution or answer 
to it and get some constructive legislation. 

Mr. Sretier. I might say, Mr. Chairman, we haven’t come today 
prepared with any specifics, but if the deliberations of your committee 
end up in suggestions that this law be amended, we would be very 
happy to work with your staff. 

_The Caarrman. We would be very happy to have you in the mean- 
time—you can do it by paper if you like and it wouldn’t be necessary 
to call you back down here unless we wanted to interrogate you about 
it—develop, prepare, and present to the committee for its considera- 
tion such thoughts as you may have along that line. 

Dr. ALLMAN. We would be glad to cooperate, sir. 

_ Mr. Fay. In your opinion is there a worthwhile purpose in requir- 
ing registration and reports by legislative agents? 

Mr. Srerier. Yes; I believe that the basic philosophy is all right. 
The only question that comes up, of course, in our minds, as it ob- 
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viously has in yours, is where do you draw the line. When your 
legislative activities become such a small pert of your overall objectives 
when should you cease having to report 

If you want reports of any legislative activities, that is one ap- 
proach and we have no objection certainly to filing. I can see where 
it is incumbent upon Congress to know what goes on in the lobbying 
field. Those of us who have, we feel, nothing to hide think that prob- 
ably we can do away with some of the illegal activities if proper re- 
porting procedure is adopted. 

Mr. Fay. Certainly as far as any organization is concerned, the mere 
fact that the organization is so large and its total budget becomes of 
such magnitude that a fraction of it is used for lobbying when in fact 
that fraction is a sizable amount as far as dollars are concerned, should 
not possibly relieve it from the responsibility of reporting just as an- 
other organization whose total activities of the same dollar value might 
be involved. 

Mr, Sterter. That is certainly a legitimate approach and if that is 
the one that is adopted, aaa we should register and file our ac- 
tivities just like anyone else. 

Mr. Fay. Would you favor raising right today the amounts which 
have to be reported as far as expenditures is concerned? $10 and 
above is the present law. 

Mr. Srerier. Frankly, I haven’t thought about that specifically. I 
would like to reserve comment on that. I don’t think I could be helpful 
on that score. 

Mr. Fay. You are not familiar, then, with the bookkeeping prob- 
lems and whether or not it is of some magnitude to report such ex- 
penditures? Certainly as far as your report is concerned, I note that 
it is rather an extensive report and contains ane pages of statistics 
with respect to expenditures from the amount of $9.38 on up to thou- 
sands of dollars. 

Mr. Sretier. It is quite a job to prepare this report, as you can see 
from the material there. I suppose that certainly our administrative 
people would be happy to see anything that would lessen that burden. 

Mr. Fay. Have you any thought at all with respect to filing the re- 
port with one agency rather than with both the House and the Senate! 

Mr. Srerter. That presents no particular problem. It is just a mat- 
ter of sending it to the two different places. ant that would simplify 
the job of course to send it to one place, but that hasn’t presented a 
problem in and of itself. 

Mr. Fay. Do you have any knowledge of any improper type of 
lobbying that you can suggest might be legitimately covered in a pro- 
posed amendment to the act ? : 

Mr. Sretter. At the moment, no. I would like to give it some 
thought before I made any comment on that because certainly | 
haven’t thought about this particular problem. 

Mr. Fay. Do you know of any groups or organizations that in your 
opinion should now be registered which do not register ? 

Mr. Stetter. No, sir; I do not. 

Mr. Fay. Have you any opinion at all on the contingent fee problem 
as far as lobbying is concerned, whether it should be prohibited ? 

Mr. STer.er. land again I would have to reserve comment on that. 
I haven’t thought about it enough to state specifically. 
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Mr. Fay. I had some further questions along the same line, but I 
would suggest, since you offer to submit your thoughts on it, we would 
ippreciate receiving it. 

Mr. Srercer. I would be glad to. 

Senator Gotpwarer. I have a few questions to clean up some loose 
ends. 

We were discussing the social security legislation. What in particu- 
lar did you oppose in that? 

Mr. Sterter. Twothings. You mean the last bill? 

Senator GoLpwaTeER. Yes; I thought it was two. 

Mr. Ster.er. In social security as such as were interested in the 84th 
Congress. One was the compulsory coverage of physicians under title 
il of the old age and survivors insurance provisions of the act. We 
opposed compulsory coverage. More specifically, in H. R. 7225 was 
the extension of social security to provide monthly cash permanent 
and total disability benefits. The bill as finally passed had only the 
latter provision. There was no compulsory coverage of doctors. 

Senator Gotpwater. Thank you. 

There is just one other question. This comes up constantly. Does 
a doctor have to belong to the AMA in order to practice medicine / 

Mr. Sterter. He does not; no, sir. 

Senator GoLpwarer. Does he have to belong to a medical association 
inany State that you know of in order to practice medicine ¢ 

Mr. Srerter. No; he does not. When he gets his license from the 
State board of medical examiners in any State he is privileged to 
practice medicine in all its branches. 

Senator Gotpwater. Then there is no compulsion ¢ 

Mr. Svetter. No compulsion whatsoever. 

Senator GoLpwaTeR. In any of the 48 States? 

Mr. Srerier.. And no pressure. 

Senator Gotpwarer. I thank you for that because once in a while in 
some of my arguments I am confronted with the idea that doctors have 
to belong. 

Mr. Srertrr. That is absolutely erroneous. It is entirely voluntary. 
We put no pressure on them. We try to keep the American Medical 
Association on such a high plane that most doctors want to belong, and 
by the same token most of them do belong, but there is no pressure 
or compulsion. 

Senator Ture. There is a service that any man practicing medicine 
can obtain through the national association because of the bulletins 
and the monthly reports or annual reports of research activities. 

Dr. Atnman. Any doctor can write in for anything he wants. He 
doesn’t have to be a member. He will get the same courteous reply 
to whatever his question is, if he is a member of the AMA or if he 
isn't. 

Senator Torr. However, if he is a member he is on the mailing list, 
whereas—— 

Dr. Aruman. If he is a regular member he pays $25 dues; $15 of 
that goes to the Journal of the American Medical Association, which 
he gets every week, 52 weeks a year. 

Senator Tuyrr. That is what I was trying to get. 

Dr. Arum An. He pays for that. 
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Senator Ture. If he is a member it is not just the society in itself, 
it is the services which the association furnishes. 

Dr. Aruman. That is right. The man who is not a member cay 
subscribe to the journal. You can subscribe to it if you want to for 
$15 a year. We don’t preclude the doctor who is not a member fron 
getting any of the benefits, but he doesn’t get them automatically of 
course if he doesn’t pay his dues. 

The Cuatrman. Let me ask you this: Do some hospitals require 
them to be members of the Medical Association before they are per- 
mitted to practice in hospitals ¢ 

Dr. ArupMan. Some doctors might. 

The Cuatrman. | am talking about hospitals. Do you know of 
any hospitals that require doctors to be members of the AMA? 

Dr. Attman. I don’t know of any. Mr. Stetler may be able to 
answer. 

Mr. Srerier. I don’t know of any hospital that requires a doctor to 
be a member of the AMA. Many hospitals require that the doctor be 
a member of his county medical society, maybe even his State, but | 
don’t know of any who go so far as to say he has to be a member of 
AMA. 

The Cuarrman. I had a little information about that. The AMA 
does not require. They may require them to be members of the State 
society or the county organization. 

Mr. Srerier. That is right. That of course is a requirement that 
the hospital imposes, not the State or county medical society. The 
hospitals have assumed, and probably rightly so, that if a man is a 
member of his professional organization locally, there is at least that 
much checking that they don’t have to do and he is probably a legiti- 
mate and good practitioner of medicine. 

The Cuarrman. In other words, he comes well recommended. 

Mr. Strerier. But it is self-imposed on the hospital by themselves. 

Dr. AttMan. Some of the hospitals say he should be eligible for 
membership in his county or State society. He doesn’t have to belong, 
just so he is eligible. He has no black marks, and is eligible. He 
doesn’t have to belong. As Mr. Stetler says, and I want to repeat for 
emphasis, that is not the AMA’s doing, it is not the State medical 
society’s doing, it is the hospital that makes those rules. 

The Cuarrman. Any further questions? 

Senator Toye. Mr. Chairman, this does not relate to the lobbying 
question or the Lobbying Act. A man stopped me within the last week 
and he said, “Because of the illness of my wife and the hospitalization 
I have had to pay for the wife and the cost that I have been subjected 
to, I have spent about $8,000 in the past 18 months. I am broke. 
What do you men in Congress intend to do in the future? There are 
many such as I who have lost everything that we have ever been able 
to save in the attempt to provide hospitalization and care for some 
member of our family. I am now destitute. Now I can go and seek 
relief on the basis of that fact that I am destitute.” 

This is a question which does not relate to lobbying, but you do 
represent the national medical association and I just raise the question 
if you care to reflect on that very pertinent question. It would be help- 
ful tous. We are searching into the entire question of lobbying. How 
do we meet some of the questions that are asked of us on the streets 
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by people who look to us as public officials for an answer to some 
of their questions ¢ 

Dr. ALLMan. Of course, we would all like to comment on that and 
we could go on for days. 

Senator Ture. I know. 

Dr. ALtmaN. In the first place, the man is about in the same position 
as if his house burned down and he had no insurance on it. That would 
break him, too. One thing is, he should have had some health insur- 
ance for his wife’s illness. In the second place, the major part of that 
58,000 went to the hospital and not to the doctor. 

Senator Ture. I grant you that. 

Dr. ALtaaNn. It is possible that he was riding in a Cadillac when he 
should have been in a Ford. He may have had a private room with 
three nurses. Of course, it is commendable that a man should want 
the best eare for everybody, but we can’t all afford Cadillac accommo- 
dations. 

The man could have had insurance. He probably could have gone 
ina public ward or semiprivate 

Senator Tiryr. May I ask you the question, though: Where do we 
find the Cadillac and where do we find the old model T in the hospital 
today { 

Dr. AupMan. The difference between a private room with three 
nurses and the semiprivate ward or the public ward. 

Senator Ture. If you just want to take a bed in a ward with 5 or 6, 
there is still quite an item of expense there. 

Dr. AttMaNn. Yes; but not nearly the expense there is if you have 
3 nurses around the clock at $14 a shift. 

Senator Taye. I don’t doubt that. 

Dr. ArumMan. Mr. Stetler has something to add to that. 

Senator Ture. Leaving aside that question and getting down to the 
bare minimum of cost, we will just assume that he has a minimum 
wage of maybe $3,000, $4,000, or $5,000 (and he has to place his loved 
one, Whether his wife or child, in a hospital. It is pretty hard to 
figure out, even if he is in a 4- or 5-bed ward, that you are going to have 
it for less than quite a few dollars per day. 

Dr. AttmAN. In the first place, as I say, he should have had health 
insurance the same as he has fire insurance on his house. 

Senator Tyr. But health insurance is not too old. It is old 
enough to catch quite a number of families, but health insurance is 
not hfe insurance like the mutual and those which have been in 
existence for 30 or more years. 

Dr. Atuaan. That is right; but still it is there and has been for a 
good many years. 

Senator Tuyr. I am not trying to debate the issue. I am just 
trying 

Dr. Attman. Neither am I, sir. 

Senator Taye. I am just trying to get the reflection of the medical 
association on one of the most important questions that Congress is 
faced with; and we know that if we endeavor to frame legislation 
which is not acceptable to you, you, as the medical association, have 
a responsibility as a national organization to try to oppose it. So I 
raise this question. It isn’t pertinent to what we are discussing or 
trying to discuss today. 
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Dr. AttMaAn. We are trying to tell you what you can tell the man 
when he meets you the next time. 

Senator Ture. I was asked that question last Friday afternoon. 
I will be frank with you; Ll was stumped. I couldn’t answer. 

Mr. Srerier. That is a very real problem. There is no question 
about it. I think many of us are coming to the belief that there may- 
be should be a change of emphasis on how we provide for health insur- 
ance. Instead of insuring so many people for the small costs of illness, 
the nickel and dime matters, as it were, that we put more emphasis 
on catastrophic-illness insurance and major-medical-expenses insur- 
ance. You talk about health insurance being a new concept. Major 
medical is a newer concept. I think it is catching on with the insur- 
ance industry. I believe that it will not be very long before many 
people will take this different type of insurance—major medical. In 
other words, you insure yourself for the small illness, the $100, like 
the $50 or $100 deductible automobile insurance policy, and then you 
get insurance up in the area where you need it, up in the catastrophic 
area, $5,000 and $10,000 insurance. That is what some of us want 
the trend to be toward. That doesn’t involve necessarily Government 
intervention. It is a new type of insurance which we feel private 
industry can handle as soon as they get a little bit more experience. 
They are moving into it. I think when they get into it more and 
when the public is educated to major medical rather than the small 
coverage, this particular situation you bring up will be fairly well 
taken care of. 

Senator Tuyr. Mr. Chairman, I don’t want to labor this point, but 
I think that we have opened up a discussion here on which you, repre- 
senting the American Medical Association, might well give us a great 
deal of help in stimulating thoughtful suggestions, because if you get 
enough people thinking on a question you are going to come up with 
some pretty sound suggestions and answers. We must do it. When 
I looked at that man standing there facing me on Friday afternoon 
of last week and he told me about the situation with his wife—he said, 
“It has just absolutely made a bum out of me”—he was emotional 
when he said it made a bum out of him, you see, because he had spent 
every dime that he had been able to save over the years, and he had 
obligated everything that he possessed in order to care for his wife. 
When you are asked that kind of question as a Member of the Legis- 
lature, and you know you are going to come back here in a session 
within the next 4 months, it commences to sink in. You are trying 
to find an answer. I raise it with you because I never have sat and 
faced as many of you American Medical Association representatives 
at one time as I do now, and I raise it for you to think about. 

Senator Gotpwatrer. How many people are under the various health 
plans today, do you know? 

Mr. Forisret. One hundred and twelve million; maybe more than 
that, Senator. 

Senator Gotpwarrer. Out of 165 million. 

Mr. Forisret. That is correct. 

Senator Gotpwater. Are those people or plans ? 

Mr. Foristre. Those are people. 

Mr. Sretier. Only about 5 million to 7 million have major medical, 
though. 
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Senator Gotpwatrr. I am surprised to hear you say this is a young 
proposition. My firm has had it 35 years. 

Dr. ArnMAN. Your colleague said it was young. 

Senator Ture. I said it was young. It is young in the sense of 
Blue Cross. I experienced a certain amount of wre 10 years ago 
when we were talking about group insurance when I was Governor. 
There was a great amount of pressure on me not to lend my support 
to any such philosophy or any such legislative proposal as group insur- 
ance. It is in its infancy as far as State or National. 

Mr. Maxwe.u. Senator, the proposal of the Civil Service Commis- 
sion was for that type of insurance for Government employees, catas- 
trophic insurance. They proposed that at this time, and it did not 
receive favorable action. 

The Cuarrman. Are there further questions ? 

Thank you, gentlemen, very much. The committee would appre- 
ciate your submitting your statement of any ideas for legislation that 
you may have. 

Dr. Atuman. Thank you very much, Mr. Chairman. 

The CuHArrman. Mr. Miles Kennedy, will you come around, please. 

You do solemnly swear that the evidence you shall give before this 
special Senate committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Kennepy. Yes, sir; I do. 


TESTIMONY OF MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLA- 
TIVE COMMISSION, THE AMERICAN LEGION 


The Cruamman. Mr. Kennedy, state your name, your place of resi- 
dence, and your occupation. 

Mr. Kennepy. My name is Miles D. Kennedy. I reside at 1500 
Arlington Boulevard, Arlington, Va. My occupation: While I am a 
lawyer admitted to the bar of New York and the United States Su- 
preme Court and the District Court for the District of Columbia, 
since January 1, 1950, I have not practiced law but I have been acting 
as the legislative director of the national organization of the American 
Legion. 

The Carman. All right, Mr. Counsel, you may proceed. 

Mr. Fay. What is the approximate membership of your organiza- 
tion, Mr. Kennedy ? 

Mr. Kennepy. I can’t quite hear you, Counsel. 

Mr. Fay. What is the current approximate membership of your 
organization ? 

Mr. Kennepy. Approximately 2,800,000. I can give the exact figure 
down to September 30, if you wish it. 

Mr. Fay. No, the approximation is sufficient. Thank you. Will you 
tell the committee also how the Legion is sustained financially? Is it 
by dues? ' 

Mr. Kennepy. It is by dues of the individual members. 

Mr. Fay. What is the amount, approximately ? 

_Mr. Kennepy. The amount is fixed each year at the national conven- 
tion. The amount that goes to the national organization is approxi- 
mately $1.25. Each of the State organizations or departments, as we 
call them, which are comparable to the respective State groups—there 
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are 49—when I say 49 IT mean the 48 States and the organization in 
the District of Columbia—they and the different county organizations 
and the posts can fix their own dues. 

Mr. Fay. Averaged out, they are about $3 or $4 or $5 a year? 

Mr. Kennepy. They average in the neighborhood of $5 a year. My 
own post dues are $4 a year. 

Mr. Fay. That would approximate a budget of about $3 million to $4 
million as far as the national organization is concerned ? 

Mr. Kennepy. | would accept that. I don’t have the figures for 
the national organization. I can get them for you from the con- 
troller, whose office is located in our main headquarters at 700 North 
Pennsylvania Street, Indianapolis, Ind. 

Mr. Fay. We were just trying to get an approximation of the budget 
that you have. 

Can you tell us how much of that budget is allocated to legislative 
activities, Mr. Kennedy ? 

Mr. Kennepy. I can tell you exactly what the budget allocated to 
my division is,Counsel. Seventy-five cents of each of the membership 
dues which the national organization takes in is allocated to the pub- 
lication of the American Legion magazine, which goes to every mem- 
ber. The budget for the legislative division for the calendar year 
1956 is $81,041. 

Mr. Fay. So it is a relatively small percentage of the total of a 
$5 million gross the national organization spends each year? 

Mr. Kennepy. Yes. That is the budget allocated to my division, 
counsel. Of course, there might be some additional expenditures 
which I don’t control or have nothing to do with which are incurred 
by the national organization or the national officers in connection 
with various meetings that might be called. They are all contained, 
every nickel of it 1s contained, in the report which is filed with 
Congress by Mr. Crawford, the national controller of our organiza- 
tion. I file my individual reports, and he files for the national 
organization. 

Mr. Fay. Can you describe exactly what your duties require and 
what that budget covers in the way of duties as far as your depart- 
ment is concerned ? 

Mr. Kennepy. Over half of it is taken up in payroll, Counsel. 
T am talking now about the budget allocated to my division. For 
staff travel is allocated $1,500. For commission meetings, $8,000. 
I might explain what commission meetings are. We have a group of 
27 men who are not on the payroll who act in an advisory capacity. 
They make up the sehen of the legislative commission. They 
meet usually three times a year, and that is to cover their expenses 
at those meetings. Telephone and telegraph, $2,500. Stationery, 
printing, and supplies, $5,500. Postage and express, $1,300. For the 
congressional dinner which we have once a year for all of the Mem- 
bers of Congress, we have allocated $5,500. My expenses, $2,000. 
Then we have in addition what we call fixed charges like building 
maintenance. The American Legion owns a building in Washington 
at 1608 K Street NW., and my division is charged a pro rata share of 
the expenses of maintaining that building, heat, repairs and various 


things that go into building maintenance. The amount of that is 
$6,908. 
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Group life insurance, $120. Social security, $750. Retirement 
fund, $3,003, making a total budget for the legislative division of 
$81,041. 

Mr. Fay. Would you explain one item that you mentioned in a 
little detail to the committee. That is with respect to the congressional 
dinner for which you say you budget $5,500. 

Mr. Kennepy. For many years, except during a few years in 
World War II, our organization, like some other veterans’ organiza- 
tions, has held what we call an annual legislative dinner to which we 
invite all the Members of Congress. 

Mr. Fay. That is here in Washington ¢ 

Mr. Kennepy. It is held in Washington. It was held in 1956 dur- 
ing the month of February, and we have one scheduled for 1957, I 
think the date is February 19, at the Statler Hotel. 

The Cuatrman. In the invitations you don’t discriminate? You 
invite all Members of Congress irrespective of party ? 

Mr. Kennepy. We invite every 1 of the 531 Members, Mr. Chair- 
man. We don’t make any discrimination. We do not invite any 
wives. Unfortunately, we don’t have the financial wherewithal for 
that. 

Mr. Fay. Is that the only expenditure you make at all as far as the 
Members of the Legislature are concerned ? 

Mr. Kennepy. I have a certain amount of expenses that come out of 
that $2,000. We have witnesses which we have to bring in from time 
to time to these hearings, and my own travel expenses. I incur cer- 
tain expenses bringing people i in when we will have somebody come up 
to these meetings. Then miscellaneous carfare and cabfare. Every 
item, no matter if it is 50 cents, I include it and attach it to my 
quarterly reports. I think you have copies of them. 

Mr. Fay. With respect to specific legislation, would you describe to 
the committee just what your activities are in evidencing interest of 
the Legion ina particular bill such as the veterans disability bill ? 

Mr. Kennepy. You mean H. R. 7886? 

Mr. Fay. Yes. 

Mr. Kennepy. The legislative policy of the national organization 
's determined in one of two w ays: One, at the annual national con- 
vention which takes up resolutions submitted to the national con- 
vention by the different States as a result of the State conventions 
that they have held, usually in July or August or some in June. The 
cther method by w ‘hich we get them is from our national executive 
committee, made up of one man from each department. The national 
executive committee usually meets three times a year. They have 
i ae scheduled for next w eek, again usually during the last week 

1 April « or the first week in May, and again a day or two before our 
aaa national convention opens. They pass resolutions. It is my 
job to go over all those resolutions after the meetings have been con- 
cluded and determine which calls for action in C ongress. We do not 
handle town, county, State, or municipal legislation. We confine our 
elforts to legislation before the Congress. 

If those resolutions which are passed call for the defeat of certain 
pending legislation we do our best to cause its defeat. On the other 
hand, if they call for support of pending legislation, we act accord- 
ingly. If there be no pending legislation, such as now when all the 
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resolutions we have which had not been enacted into law when the 
84th Congress adjourned on I think July 27, insofar as our organiza- 
tion is concerned (unless Congress comes back in an extra session) 
and I know none of you gentlemen want that—those resolutions are 
dead, unless they were renewed at our recent national convention. 
which was held September 3 to 6, 1956, or at our national executive 
committee meeting scheduled for next week. 

If any new resolutions are adopted it is my job to get them, to study 
them, and to draft up bills or cause bills to be drafted in our office 
or through the help we can obtain from some friendly Member of 
Congress or the Congressional Library, and see that they are intro- 
duce dearly in the session and follow their progress in the respective 
congressional committees to which they are assigned. If we are sup- 
porting the legislation we ask the chairman of the committee or thie 
chairman of the subcommittee, if there be a subcommittee, to grant us 
pernsscna to appear before them when, as, and if they hold hearings. 

go around and. talk to the members of the committee. I talk to the 
staff people. Then when they tell me there is to be a hearing, we 
arrange to present testimony. As a rule we try to reduce it to writ- 
ing in keeping with the rules of the committee, if we can. Sometimes 
due to the shortness of the notice which we receive, which often is less 
than 24 hours; we don’t have time to reduce it to writing. But | 
would say in 90 percent of the instances we do submit written state- 
ments pro or con on the bill that is pending before the committee or 
the subcommittee. 

Then we follow it to the Rules Committee when it gets out of com- 
mittee and then out on the floor and so on. We have to do the same 
things in both sides of the Congress. 

Mr. Fay. You see no inconsistency or any obstacle as far as the 
present pending lobbying act is concerned with drafting a bill and 
presenting it to some Member and asking the Member to introduce that 
for subsequent consideration by the Congress. 

Mr. Kennepy. No; we have had no trouble that way. In fact, my 
predecessor told me that the American Legion supported the legisla- 
tion at the time the lobbying law was enacted. I have found no em- 
barrassment that way. 

Mr. Fay. In other words, that is a routine procedure as far as you 
can see in your responsibility as a legislative officer of the American 
Legion today ? 

Mr. Kennepy. I attempt to get the bill introduced by the chairman 
of the committee. If I can’t get him to introduce it I try some other 
member of the committee. If I can’t get any member of the commit- 
tee to introduce it, then we try some other Congressman or Senator, 
whichever the case may be. The lobby law has never interfered with 
my operations in any respect whatsoever. 

The CHarrman. Are you registered ? 

Mr. Kennepy. Yes, sir; I am registered and I file my quarterly re- 
ports. In fact, I filed my last one, 2 or 3 days ago. 

The CuarrMan. The present law doesn’t hinder you in your opera- 
tions in any way at all? 

Mr. Kennepy. No, sir; I have not found it so. When you say 

penent law, Mr. Chairman, I presume you mean the present lobbying 
aw ? 


The Cuarrman. That is right. 
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Mr. Kennepy. No, sir; I have not found any hindrance at all, sir. 

The CuarrMAn. In other words, it is not so strong that anyone can’t 
do legitimate lobbying under it; is it 

Mr. Kennepy. No; I see nothing wrong about it, sir, in any shape, 
manner, or fashion. 

The CuarrMANn. It may need some clarification or strengthening, but 
the general objective of it is sound. 

Mr. Kennepy. I see nothing wrong in the intent, at least as I spell 
it out, and nobody in our organization has ever objected to it since it 
became law. 

Mr. Fay. You mentioned one thing particularly, there. You say it 

is your responsibility, and you carry it out, to interview Members of 
the House and the Senate on particular legislation. How many would 
you normally contact, or would you contact all? 
’ Mr. Kennepy. That would depend, Counsel, upon how we figured 
the bill was going to go. If we are in doubt about it we try to cover 
as many members of the committee as we can. If we felt reasonably 
certain that it was going to go through without too much trouble, we 
wouldn’t cover too many. If it was very controversial legislation I 
would try to cover every member of that committee and many others 
besides. 

Mr. War. Such as the disability bill. That was controversial; was 
it not? 

Mr. Kennepy. We call that the war veterans security bill, H. R. 7886. 
Yes, sir; it was. 

Mr. Fay. In that instance would you have contacted the majority 
of the Members of the House or Senate or both ¢ 

Mr. Kennepy. We contacted them all by written communications. 
We didn’t contact them all personally or verbally. We didn’t get any 
hearing on that bill before the Senate Finance Committee. It was 
pending before the Senate Finance Committee when Congress ad- 
journed. We did have extensive hearings before the House Veterans’ 
Affairs Committee and I did contact every one of the 29 members 
of the House Veterans’ Affairs Committee. I may have missed one. 
I think I did miss one. He was out of town. I did contact all the 
others : yes, sir. 

Mr. Fay. You presented the Legion’s view as far as that legislation 
was concerned / 

Mr. Kennepy. I and other officers of the American Legion; yes, sir. 
, “9 Fay. How did you advise the membership of the progress of 
that bill ? 

Mr. Kennepy. We issue in my office a legislative bulletin which 
goes out every other week while Congress is in session and once a 
month while Congress is in recess. I have given copies of the issues 
for 1955 and 1956 to your staff people. We might have sent out maybe 
Sor 4 letters to our department adjutants or department commanders 
when time became very much of the essence and kept them informed, 
if we thought a vote was going to come up before the next issue came 
out. Allowing for a 2-week span, we try to keep them current. 

Mr. Fay. Thank you, Mr. Kennedy. 

With respect to these bulletins you did furnish us, I would like to 
have them marked as an exhibit for reference in the record as well 
as Issues of the American Legion magazine for the year 1956 so they 
vould be available to the committee for reference. 
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Mr. Kennepy. I have no objection, sir. 

Mr. Fay. They will be entered in the record for reference as ex- 
hibit 16. 

(Exhibit No. 16 will be found in committee files. ) 

Mr. Fay. Have you any particular illustration, Mr. Kennedy, which 
would describe improper methods of lobbying as far as your knowledge 
is concerned ? 

Mr. Kennepy. I don’t have any personal knowledge. Anything | 
would give you would be hearsay and I don’t want to give you some- 
thing on that. I don’t have any personal knowledge. All I know is 
what I read in the papers and the Congressional Record. 

I don’t know of any organization or any individual that I could 
mention. 

Mr. Fay. Can you generally give us some idea as to what you would 
consider, in your opinion, to be improper lobbying ¢ 

Mr. Kennepy. I think everybody should be required to register in 
accordance with the present law, who makes any attempt or receives 
any consideration or passes out any consideration for the enactment of 
legislation pending before the Congress, just as is now stated in the 
current law. I think that is the intent and purport of it. I would 
not confine that to a grocp or an individual who appeared only once 
a year, say, on some bill, but if he made a steady practice of it or if he 
were an attorney and had several clients for whom he made appear- 
ances I think he ought to register the same as I and others do. 

Mr. Fay. Are you in effect drawing a distinction between an associa- 
tion registering which might merely have a one-shot problem 

Mr. Kennepy. I didn’t consider it in quite that way. When I was 
talking about one appearance I was talking more or less about an 
individual, an attorney or some other duly constituted agent coming 
up here on behalf of his client or association. If it were something 
which were continuing year after year, session after session, I would 
say both the organization, society, or whatever you want to call it, 
and its respective representatives should file the same as we do and as 
required by the law. 

Mr. Fay. You were present in the hearing room and heard the pre- 
vious witness from the AMA ? 

Mr. Kennepy. I heard part of it. I came in after 3 o'clock. 

Mr. Fay. You heard the particular reference to whether or not an 
association such as that should register ? 

Mr. Kennepy. In my opinion they should. 

Mr. Fay. Have you any knowledge of any persons or groups who 
presently do not register under the act who similarly might be included 
in it? 

Mr. Kennepy. No, sir. I have never made any attempt to check it. 
I have no such knowledge, sir. 

Mr. Fay. Have you or your department made any particular study 
of the application of the Lobbying Act to your own activities? Have 
you any legal memorandums ? 

Mr. Kennepy. No, I didn’t prepare anything in writing. I re- 
viewed it when I received the letter from counsel during the summer. 
Also I received a letter from Senator Kennedy last winter. 

Mr. Fay. That is correct. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 699 


Mr. Kennepy. I forget the date. I looked it over at that time. I 

replied to it, as I recall, and attached our answers to the respective 
questions. Further than that, I have not given it any study. 
' Mr. Fay. May we suggest at this time, Mr. Kennedy, that if you have 
any further thought beyond what you expressed in that letter to 
Senator Kennedy with respect to the application of the lobbying stat- 
ute, the committee would be appreciative of receiving it. 

Mr. Kennepy. I would be very glad to cooperate in any way we can. 

Mr. Fay. With respect to political contributions, does your organi 
zation make any political contributions of any nature whatsoever / 

Mr. Kennepy. Not a nickel. 

Mr. Fay. Do they endorse any candidates for any elective office ¢ 

Mr. Kennepy. No, sir. 

Mr. Fay. Never do? 

Mr. Kennepy. No, sir. 

Mr. Fay. Do you set up any individual committees within the 
Legion which are political committees / 

Mr. Kennepy. No, sir. In connection with that might I just read 
something along the lines of our requirements? I am quoting now 
from our constitution and bylaws, article IT, section 2: 

The American Legion shall be absolutely nonpolitical and shall not be used 
for the dissemination of partisan principles nor for the promotion of the can- 
didacy of any person seeking public office or preferment. No candidate for 
nomination or election to, or no incumbent of, any remunerative elective public 
office, shall hold any elective office or any appointive remunerative office in the 


American Legion, or in any department or post thereof. Provided that members 
of post, department, or national standing or special committees shall not be 


affected. 

As I said before, Counselor, when we use the expression “depart- 
ment,” we mean State. 

Mr. Fay. One further question and then I shall have completed my 
examination. 

Does the Legion headquarters here participate in any of these politi- 
cal dinners at all, purchasing tickets ¢ 

Mr. KenNepy. As an organization, no, sir. What the individual 
members do, I don’t know. I don’t ask. If anybody asks me, I tell 
them what they can do about it. But they don’t ask me and I don’t 
ask them. But as an organization the answer is “No,” sir. 

Mr. Fay. What is your opinion as to what the individual could do 
about it 

Mr. Kennepy. What he could do? 

Mr. Fay. Yes. You said if he asked you, you would tell him. 

Mr. Kennepy. If he wanted to join one of those outside. 

Mr. Fay. Iam sorry. 

Mr. Kennepy. If he wanted to join some political party or work, 
he can, but not as representing an officer of or representing the national 
organization of the American Legion or any post, State organization, 
or county organization of the American Legion. He would have to do 
it individually and on his own individual responsibility. 

Mr. Fay. If he wanted to attend a $100 dinner he could attend it 
as an individual ? 

Mr. Kennepy. As an individual, but not as representing the organi- 
zation or any part of it. 
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Mr. Fay. And without being reimbursed by the American Legion?! 

Mr. Kennepy. He would not be reimbursed if the truth were known, 

Mr. Fay. That is all, Mr. Chairman. 

Senator Ture. I have noquestions. 

The Cuarrman. Thank you very much. 

The committee will stand in recess until 10 o’clock in the morning. 

(Whereupon, at 4:35 p. m., the committee was recessed to reconvene 
at 10 a.m. Tuesday, October 9, 1956.) 
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WEDNESDAY, OCTOBER 10, 1956 


Untrep Srates SENATE, 
SprectaL CoMMITTEE To INVESTIGATE POLITICAL 
Activities, LOBBYING, AND CAMPAIGN CONTRIBUTIONS, 
Washington, D.C. 

The special committee met at 10 a. m., pursuant to Senate Resolution 
219, 84th Congress, agreed to February 22, 1956, in room 357 of the 
Senate Office Building, Senator John J. McClellan (chairman) 
presiding. 

Present: Senators McClellan, Thye, Goldwater. 

Present also: George Morris Fay, chief counsel; John J. McGovern, 
associate counsel; Paul E. Kamerick, chief investigator; Abraham K. 
Weber, assistant counsel; John P. Burke, assistant counsel, and Vivien 
I, McConnell, chief clerk. 

The CHatrrman. The committee will be in order. 

(Members of the special committee present at the convening of the 
hearing were Senators McClellan and Goldwater. ) 

The CHarrmMan. We will resume the hearings pursuant to adjourn- 
ment yesterday. 

The first witnesses this morning will be Mr. E. M. Norton, and Mr. 
Garstang. Will you come around, please? 

Do you and each of you solemnly swear that the evidence you shall 
give before this Senate special committee shall be the truth, the whole 
trath, and nothing but the truth, so help you God ? 

Mr. Norton. I do. 

Mr. Garstang. I do. 

The Cuarrman. We will proceed. 


TESTIMONY OF E. M. NORTON, SECRETARY OF THE NATIONAL MILK 
PRODUCERS FEDERATION; AND M. R. GARSTANG, GENERAL 
COUNSEL TO THE NATIONAL MILK PRODUCERS FEDERATION 


Mr. Norton. We would like to make a statement. 

The CHatrMAn. Just a minute. Gentlemen, will each of you state 
your name and your place of residence and your business or occupation 
for the record, please ? 

Mr. Norton. My name is E. M. Norton, and I live in Arlington, Va. 
My business address is 1731 I Street NW., Washington, D. C., and I 
am secretary of the National Milk Producers Federation. 

Mr. Garstana. My name is M. R. Garstang, and I live in Takoma 
Park, Md. I am general counsel for the National Milk Producers 
Federation, 1731 I Street NW., Washington, D. C. 

84181—57——7 701 
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The Cuarmman. Mr. Norton, you started to make a statement an¢ 
you may make it. 

Mr. Norton. I wanted to thank the committee, Mr. Chairman, for 
hearing us this morning. — All of our organizations hold their annua! 
meetings between now and the first of February, and, of course, we are 
expected to be there. Our own annual meeting is coming up, too, and 
so we are glad to get this over with. 

i would fie to explain briefly for our statement that we conduc 
ourselves or connect ourselves with no political activities. We present 
a platform statement to both political parties, and the statement i: 
exactly the same in both instances. Our lobbying activities are con- 
fined to those subjects which are in our resolutions which are passe 
each year at our annual convention. You have a copy of our current 
resolutiuns booklet. 

Anything that is not in the book, or has nothing to do with the dairy 
farmers, we are not interested in. We make no campaign contribu- 
tions to any local, State, or National party or candidate. We have a 
formal statement, but in an effort to conserve time, we would ask that 
the statement be placed in the record and we would dispense with read- 
ing it. 

The Cuarrman. Was the statement filed under the rules? 

Mr. Fay. It was, Mr. Chairman. It has been examined; ves, sir. 

The Cuamrman. The statement may be printed in full in the record 
at this point or at the conclusion of your remarks, 

Mr. Norton. I am all through. 

Mr. Fay. Would you just describe briefly to the committee who con- 
stitutes the membership of your organization, whether individuals 


may belong, and the organization at the State level as well as your 
national organization ? 

Mr. Norton. Individuals may not belong. Our organization is 
made up of dairy cooperatives. There are 115 direct members. Many 
of these are federated, marketing co-ops, so we have what is known 


as submembers. They belong indirectly through the parent organiza- 
tion. We have no state organization. We have many cooperatives in 
all parts of the Nation that belong to the federation. They hold a 
direct membership, and we have no presidents of State organizations, 
or secretaries, or such as that. They are all direct members. 

Mr. Fay. How is each co-op in a position to assert its voice as far as 
its interest in problems in which your federation would carry a labor- 
ing oar, as far as Federal legislation is concerned ? 

Mr. Norton. Now, this is in the resolutions, you mean, as they are 
drafted ? 

Mr. Fay. Yes; if that is the way they voice their opinion. 

Mr. Norton. That is the way they do voice their opinion. Our 
board of directors is made up of 75 percent dairy farmers. In other 
words, only 25 percent of the entire board of directors may be what 
we call employees of cooperatives, or cooperative managers. Each 
cooperative has one vote insofar as our resolutions are concerned. 
It is up to them, if they have a resolution that they want adopted at 
our convention, to get it through. 

Mr. Fay. When you do adopt your resolutions, which are published 
in the booklet for your guidance as a national organization, how do 
you effectuate that policy as described in your resolution, as far as 
Members of Congress here in Washington are concerned ? 
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Mr. Norron. We attempt to have Representatives or Senators who 
are sympathetic to the dairy farming business introduce legislation 
that would cover a particular resolution. 

Mr. Fay. Right on that point, if I might particularize, do you ac- 
tually propose legislation to submit to Congress? 

Mr. Wenmbee Yes, sir. 

Mr. Fay. So that you in effect are coming to a Representative or 
a Senator with a prepared bill that you are asking him to consider and 
ntroduce for legislative consideration in the House or in the Senate ? 

Mr. Norvon. Yes, sir. 

Mr. Fay. What further do you do in that respect ? 

Mr. Norton. Well, we take that same prepared statement or one 
that has been prepared by a Congressman that we would like some 
changes in, and we talk to every Congressman and every Senator we 
can. 

Mr. Fay. You say “we,” and now whom expressly do you mean 
by “we? ? 

Mr. Norton. There are five of us on the staff that are registered 
lobbyists, and those five are used intermittently on the Hill, in the 
House or in the Senate, to talk to as many Congressmen or Senators 
as will talk to us. 

Mr. Fay. And in talking, your subject matter is to present your side 
as far as the information you have pertaining to any particular legis- 
lation in which you are interested ? 

Mr. Norron. That is right. 

Mr. Fay. If you are opposed to it, you present opposition to it as 
well as something in favor? 

Mr. Norton. We try to detail why any particular piece of legisla- 
tion would adversely affect dairy farmers all over the Nation. That 
is, Why would it adversely affect them, and how, and when it would 
start. We usually prepare quite detailed econmic information to 
substantiate our position. 

Mr. Fay. When you are here, and more particularly now with re- 
spect to the Senate, as a practical matter your people that are regis- 
tered under the Lobbying Act will attempt to contact and talk to 
every Senator if it is absolutely considered necessary by your policy 
committee; is that correct? 

Mr. Norton. Well, we think talking to every Congressman and 
every Senator is absolutely necessary whenever we are interested 
in the particular item. We do not always get to talk to all of them, 
but we try. 

Mr. Fay. That is what I wanted the record to show. Now, with 
respect to your annual budget, what is your budget ? 

Mr. Norton. The amount, you mean ? 

Mr. Fay. Yes; approximately, in round figures and we do not have 
tohave the exact amount. 

_ Mr. Norton. I have it here exactly and I might just as well read 
itto you. 

Mr. Fay. Allright. 

Mr. Norton. It is $247,000. 

Mr. Fay. How are those revenues derived ? 

Mr. Norton. They are derived from dues paid to us by members. 


Those dues are based on the amount of butterfat each organization 
markets. 
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Mr. Fay. In other words, it is a percentage applied to a production 
level as far as the individual co-ops are concerned ? 

Mr. Norton. It is not a percentage, it is a fixed number applied to a 
fixed number which represents what they have marketed. 

Mr. Fay. Not unlike the oil formula or gas formula, which provides 
that ? 

Mr. Norron. I am not familiar with their formula. 

Mr. Fay. Their formula is on the basis of the entire production and 
so many mills applied to that particular amount. 

Mr. Norton. Ours is 23 cents per thousand pounds of butterfat 
marketed. 

Mr. Fay. That is what I wanted to bring out. 

Mr. Norton. Yes, sir. 

Mr. Fay. Now, does your federation have any special assesments? 

Mr. Norton. We have at the moment a special assessment that is 
used in the defense of a lawsuit that is being tried in Minnesota and 
Wisconsin. That does not apply to all of our members. We are act- 
ing merely as a clearinghouse for 16 members who are involved in this 
suit. Other than that, we have no special assessment like an assessment 
to lobby against the farm bill, or for the farm bill. We have no assess- 
ment such as that. 

Mr. Fay. That is what I wanted to bring out. With respect to this 
budget of approximately $240,000, could you particularize to the com- 
mittee the percentage that might be in your judgment applied to your 
interest in Federal legislation ? 

Mr. Norton. I can tell you what we set up in our budget and what 
we actually spent percentagewise. We set up on our budget 7% per- 
cent of the budget to be used for activities on the Hill; 4% percent 
was actually expended for that purpose. 

Mr. Fay. It gets down to a figure of approximately ten to fifteen 
thousand dollars a year. 

Mr. Norton. Yes, sir. 

Mr. Fay. Now, the federation maintains publications, which it fur- 
nishes its co-ops; does it not ? 

Mr. Norton. Yes, sir. 

Mr. Fay. And you have furnished us with copies of those? 

Mr. Norton. Yes, sir. 

Mr. Fay. That is Dairy Policy, 1956. 

Mr. Norton. Those are our resolutions. 

Mr. Fay. Those are your policy resolutions ? 

Mr. Norton. Yes, sir. 

Mr. Fay. If I might, Mr. Chairman, I would like to have these 
marked just for reference for the record, at a later time. 

The Alert is the dairy products news. That is a monthly, is it, ora 
weekly ? 

Mr. Norton. That is put out intermittently, whenever we have 
subject that we want to explain to our members. We have not put out 
one of those for 4 months, I guess. , 

The Crarrman. The Chair will order this pamphlet of the Dairy 
Policy of 1956 filed for reference, and made exhibit No. 18. 

(Exhibit No. 18 will be found in committee files.) 

(Senator Thye entered the room.) 
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Mr. Fay. These Alerts are sent out when the particular need arises? 

Mr. Norton. Yes, sir. 

Mr. Fay. In these publications such as the Alert, and this report 
which you have furnished us and which you can identify, in that do 
you ask your co-ops specifically there to contact the Members of the 
Senate or the House of Representatives in relation to the subject 
matter of your Alert or report? 

Mr. Norton. I do not believe that we have ever had an Alert in 
which we have asked them to do that. The purpose of the salmon 
sheet there is not to ask anyone to contact anyone. It is merely a 
report of what has happened in Congress. We express no opinion in 
it at all. These are just the facts. 

The Cuarrman. The pamphlet, the Alert, will be filed for reference 
as exhibit No. 19. 

(Exhibit No. 19 will be found in committee files.) 

The Cxuamman. The report to submember associations, a sample 
of that will be filed as exhibit No. 20, for future reference. 

(Exhibit No. 20 will be found in committee files.) 

Mr. Fay. And, finally, your News, which is a weekly report, put 
out every Friday. 

The Cuatrman. That will be filed as exhibit No. 21, for reference. 

(Exhibit No. 21 will be found in committee files. ) 

Mr. Fay. Now, in that News, have you taken occasion to ask your 
membership to petition Congress ? 

Mr. Norron. No, sir; that is not the purpose of the publication. 

Mr. Fay. Is there any media at all used for that purpose then ¢ 

Mr. Norton. Yes, sir. 

Mr. Fay. How is that done? 

Mr. Norron. A letter or wire. 

Mr. Fay. A letter or a wire to the individual co-op ? 

Mr. Norton. Yes, sir. 

Mr. Fay. And that would be about 125 members? 

Mr. Norron. Yes, sir; 115. 

Mr. Fay. Have you on occasion in the past, in the past 5 years, to 
take just a period of time, ever published the voting records as far as 
the Senators are concerned ? 

Mr. Norton. Mr. Fay, I can only answer for the last 3 years, that is 
how long I have been there. We have published 3 voting records in 3 
years. Now, we publish those voting records through the medium of 
taking an exact copy of the Congressional Record. We express no 
opinions whatsoever insofar as that record is concerned. If they took 
the Congressional Record, they would find the same thing. A good 
many of our associations do take the Congressional Record. 

Mr. Fay. To particularize, do you set it up on the basis of what the 
federation’s position was on it? 

Mr. Norton. No, sir. 

Mr. Fay. In other words, it is merely the votes on particular subject 
matters set forth ? 

Mr. Norton. The last one we put out was about April of 1955, on 
the Reciprocal Trade Agreements Act. | 

Mr. Fay. Then, there is just one further subject matter I would like 
to touch on. That is, you are registered as a federation under the 
Lobbying Act, five of your people act under that; is that correct ? 
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Mr. Norron. Yes, sir. 

Mr. Fay. You have indicated in your prepared statement, which js 
going to be incorporated in the record at the chairman’s decision that 
you had some thoughts as far as the Lobbying Act is concerned in 
respect to your operation under it. Could you very briefly express 
that, or Mr. Garstang ? 

pa Norton. I would like to have Mr. Garstang explain that if he 
might. 

r. Fay. I had in mind particularly your suggesting that you felt 
there should be a cancellation provision as far as the act is concerned, 
and also the reporting of funds as it affects an association such as yours 
on a quarterly basis. 

Mr. Garstana. We had several suggestions that we would like to 
see incorporated in any new revision of the Lobbying Act. I think 
the first one, and probably the most important, is that the act ought 
to be much more clear and definite than the old one was so people 
would know what is expected of them and could do what is expected 
of them without having to be in the dark about it. With respect to 
the reporting of funds, as Mr. Norton has explained to you, our dues 
are based on the amount of butterfat marketed. So, if we disclosed 
the amount of contributions or dues that are paid by our respective 
members, that would automatically disclose the volume of their 
business. 

Some of our members are in competition with each other, and they 
are in competition with other organizations. I do not see any par- 
ticular need of disclosing those amounts. The present Lobbying Act 
does not require disclosure of specific amounts of contributions. It 
does require a listing of names where the contributions exceed $500. 
We think that would be much better than a provision which would 
require us to list the specific dues of each organization. 

The CHatrman. I do not quite understand that. Perhaps | did 
not follow you properly there. Do you object to listing the names of 
your contributors ? 

Mr. Garstane. Not particularly the names. The thing that we 
think would reveal confidential business information would be listing 
the specific amounts that our members contribute. Listing the names 
of those that contribute more than $500, as under the present law, 
would not have that effect. 

The Cuatrman. You would not want to list the names of all the 
contributors ? 

Mr. Norton. Mr. Chairman, you see, if we would put down the exact 
amount of Land O’Lakes’ dues to the federation, which is a big dairy 
cooperative in Minnesota, every competitor, both independent and 
cooperative would know exactly what Land O’Lakes was merchandiz- 
ing, and the total quantity of their business. 

The Cuarrman. Is it calculated on a percentage basis? 

Mr. Norton. It is on 23 cents per thousand pounds of fat. marketed 
and they could turn right around and divide that back and they would 
know exactly how much business Land O’Lakes was doing. _ 

Senator Toye. Might I add to that same thought, Mr. Chairman, as 
stated by Mr. Norton, that Land O’Lakes is the parent association of 
a group of processing co-ops such as creameries all over the North- 
west. Those creameries ship their product to Land O’Lakes, and the 
Land O’Lakes Co. packages and then ships and sells on whatever 
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market they are in or operating in. Therefore, Land O'Lakes in its 
total would show an enormous volume of butter sold whereas it is 
actually a concentration of a great number of cooperatives of the 
Northwest. 

Mr. Norton. That is correct. We have no objection, Mr. Chair- 
man, to filing the names of our members. Our directors are in the 
back of that resolutions book, and that goes to anyone and everyone 
that wants it. Our officers and executive committee are also listed. 
We think that should be done. 

The CHatrman. Now, those members pay dues to your associa- 
tion # 

Mr. Norton. Yes, sir. 

The Cuatrman. In turn, the association represents them as a leg- 
islative liaison organization or trying to influence legislation. You 
have no objection to disclosing the full amount of contributions you 
receive; is that not correct ? 

Mr. Norton. None at all. 

The CuatrMan. And the manner in which it is expended ? 

Mr. Norton. None at all. 

The Cuarrman. And your only suggestion is that the law be writ- 
ten so as not to require in your report that which would reveal trade 
secrets of your business ? 

Mr. Norton. That isright. I am afraid we would not have too many 
members too long if we did that. 

The CHatrman. I was just trying to understand your position 
there. 

Mr. Norton. There is one other point that Mr. Fay raised that 
I would like to clarify, Mr. Chairman, and that is the cancellation 
provision in the law. I do not suppose we are alone in this, but we 
have found that it is difficult once a man leaves our service for an 
reason, to stop him, if necessary, from mentioning that he might still 
2 with the federation when he attempts to see a Congressman or 

enator. 

We have had that happen to us, and we would like to see in the law 
some very strict provision that once a man leaves the service of an 
organization he be prohibited from using the name of that organi- 
zation to carry on any work that he might later become involved in. 
It isembarrassing to an organization. 

The CuatrMan. Have you had some experience with that 

Mr. Norton. We have had some experience in that line. 

_ The Cuarrman. Where they have been registered under the Lobby- 
ing Act as representing your association and then later when they 
were no longer connected with your association they used your name? 

Mr. Norton. Yes, sir. 

The Cuarrman. Or the name of the association ? 

Mr. Norton. Yes, sir. We do file a cancellation in the same man- 
ner that we file our original lobby certificate, but it does not get 
around to everyone that the statement has been filed, and it really is 
embarrassing for a man to sell himself as a representative of the fed- 
eration for something that is entirely unrelated to what we are 
interested in. 

The Cuarrman. I understood you earlier in your statement to say 
that your organization confines its activities with respect to legislation 
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solely to that legislation or those measures that would have a direct 
effect upon that industry, is that correct ? 

Mr. Norton. Yes, sir. 

The Cuamman. You do not undertake, like some do, to influence 
all legislation ? 

Mr. Norton. No, sir; we are not interested in the gas bill, for 
instance, and we—— 

The Cuamman. You did not do any lobbying for or against it? 

Mr. Norton. None at all, for or against. We have no interest 
in it specifically. In the soil-bank provisions of the Agricultural 
Act, our interest was limited to how it might adversely affect dairy 
farmers. 

The Cuatrman. You said that you made no campaign contribu- 
tions; did you not? 

Mr, Norton. We make none. 

The Cuarrman. Do you purchase tickets or tables of tickets at 
political dinners and rallies for your people? 

Mr. Norton. We do not as an organization. There is no expendi- 
ture from our general fund. If our individual staff employees or 
members buy tickets for specific political party dinners, they do it 
at their own expense, and of course, we have no restriction against 
that at all. 

The Cuamman. Well, you should not have. 

I am wondering if any of your dues or your revenues to your 
federation—I am wondering whether if they are used for political 
purposes, or contributions either directly or indirectly ? 

Mr. Norton. No, sir. 

The Cuarrman. You do carry on, I assume this literature carries 
on what you regard as an educational campaign among your members 
trying to keep: them informed regarding legislation and national 
problems that may affect their interest in their industry ? 

Mr. Norton. That is right. 

The Cuatrman. In doing that you said that you reported the vote 
as it is reported in the Congressional Record. 

Mr. Norton. Yes, sir. 

The Cuarrman. In the instances, I believe you said, in which you 
urged them to write or wire their Congressmen and Senators, when 
you do that you usually send them a wire or letter requesting them 
to do so? 

Mr. Norton. Yes, sir. 

The Cuatrman. Are there any further questions? 

Senator Tuys. I have no questions. 

The Cuarrman. Let the record show that it is Mr. Garstang’s state- 
ment that is incorporated in the record. 

Thank you, gentlemen. 

(The statement referred to follows :) 


STATEMENT OF M. R. GARSTANG, GENERAL COUNSEL FOR THE NATIONAL MILK 
PRODUCERS FEDERATION 


The National Milk Producers Federation is a national farm organization. It 
represents approximately half a million dairy farmers and some 800 dairy co- 
operatives which they own and operate and through which they act together 
to process and market at cost the milk and butterfat produced on their farms. 

Some of the dairy cooperatives represented by the federation are bargaining 
associations through which farmers bargain as a group for the sale of their 
milk. Others are manufacturing associations engaged in the processing and 
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marketing of milk and butterfat in the form of manufactured dairy products. 
Practically every form of dairy product manufactured in substantial volume in 
the United States is made and sold by farmers’ dairy cooperatives represented 
by the federation. ; 

These cooperatives are farmer owned and farmer controlled. Thus they are 
not like separate business entities interposed between the farmers and their 
market but are, in effect, the farmers themselves selling their own produce 
through their own agencies at cost. 

Although our direct members are dairy cooperatives, our bylaws require at 
least 75 percent of our board of directors to be active farmers engaged in the 
production of milk or butterfat for market. The remaining members of the board 
are officials of dairy cooperatives. The viewpoint of the federation is, there- 
fore, that of the dairy farmer. 

Farm organizations, such as the federation, are comparable in many respects 
to trade associations, chambers of commerce, and business leagues. In general, 
their objectives are to promote the sound development of an industry and to 
further the economic conditions of the group they represent. 

The purposes of the federation are set out in its bylaws. They are: “(1) 
Agricultural; (2) soil, crop, and livestock improvement; and (3) trade asso- 
ciation. 

“Its basic general purposes are to improve the conditions under which milk 
and its products are produced, to improve marketing methods, to standarize 
and improve the quality of dairy products, to promote the welfare and protect 
the interests of dairy farmers and their cooperatives, to serve as a national 
trade association or business league for dairy farmers and their cooperatives, 
to represent them in matters affecting their interest and welfare, and to pro- 
vide research, educational, informational, public relations, and other services 
for its members.” 

Federal legislation and Federal regulation affect the lives and business activi- 
ties of all of us in a substantial degree. This is true of dairy farmers just as 
it is true with respect to other occupations and businesses. Consequently, the 
federation is interested in Federal legislation and in regulations promulgated 
by Federal agencies; but only to the extent that dairy farmers and their co- 
operatives are affected. 

We make a definite effort to confine our legislative interests to our own field. 
We would not consider it appropriate for the federation to take part in legisla- 
tion which does not concern us. We believe our presentations to Congress are 
more effective, and better received, when we confine our comments as closely 
as possible to matters of direct interest to our members and to matters on which 
we may be able to provide special knowledge or information. 

Our legislative activities are important, and we would not want them restricted ; 
nevertheless, they are incidental to our overall objective, which is to promote the 
sound development of the dairy industry and to improve the general economic 
welfare of dairy farmers. We, of course, engage in many activities which are not 
legislative. 

The federation is not a temporary or special organization set up to promote 
or defeat specific legislation. On the contrary, it has been in existence for almost 
40 years as a farm organization, and its legislative activities are confined to 
policies adopted annually by its members. 

One of the important functions of the federation is to serve as an information 
center and to distribute information to its members. This applies to new develop- 
ments relating to research, product, cattle disease, marketing, economic data, law, 
regulations, and similar matters, including Federal legislation. 

With respect to Federal legislation, it is important that organizations such as 
the federation keep informed of current developments and analyze bills to deter- 
mine their probable effect upon various industries. In some cases, bills drafted 
with a particular industry or a particular objective in mind may contain pro- 
visions that would cause unanticipated results in other areas. 

An example of this was H. R. 1 as originally introduced in the 84th Congress. 
This bill contained a provision which would have seriously impaired the effective- 
ness of section 22 of the Agricultural Adjustment Act under which imports of 
agricultural commodities, including dairy products, are controlled. When the 
effect of the original wording was disclosed to Congress, the bill was promptly 
amended to eliminate this undesirable and dangerous effect. 

We believe Members of Congress want to know, and that it is important that 
they should know, the reaction of the people in their respective States and dis- 
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tricts to pending legislation. The federation serves as a two-way conduit in this 
respect. First, it conveys information from Congress to the country with respect 
to bills and their probably effect. This makes it possible for consideration to be 
given to the legislation by people who are specialists in the practical everyday 
operating problems of the industry. The federation then conveys to Congress the 
recommendations of the industry. Present-day business operations are so com- 
plex, so technical, and so highly specialized that we believe this service has a 
very real value both to Congress and to the industry. 

Our views with respect to pending legislation are submitted to Congress in 
the form of statements presented before congressional committees. Discussions 
are had also with individual Members of Congress in an effort to acquaint them 
with whatever problem we may have under the proposed legislation. With respect 
to legislation which we have proposed, we work closely with Members of Congress 
handling the legislation in the drafting of the bill and in the drafting of amend- 
ments and changes which may be made as the bill progresses. 

It is not unusual for Members of Congress or congressional staff members to 
call on us for information or suggestions with respect to legislation or proposed 
drafts of legislation. In some cases we are able to supply specialized data or 
similar information not otherwise as readily available. 

As to methods of lobbying, we have come to the conclusion that the one thing 
which is most effective in obtaining favorable congressional consideration is to 
have a cause that is just and a position that is sound. 

Our positions are determined in the following manner. All of our members 
are entitled to participate, and most of them do participate, in the adoption of 
the policies of the federation, including those which during the year may be 
involved in legislation. This they do by sending delegates from the respective 
cooperatives to our annual meeting. These meetings are conducted on a demo- 
cratic basis, and we believe our policies reflect accurately the thinking of the 
dairy farmers of the country. Our membership is sufficiently broad, being 
nationwide and covering approximately one-third of the milk marketed, to pro- 
vide a good cross section both geographically and productwise. 

Our members are urged to support the policies adopted by the federation; 
but if they cannot conscientiously do so they are free to take a contrary position. 
Our resolution setting out this relationship is as follows: 

“The legislative policies of the federation are developed at annual meetings 
at which every member is entitled to be represented, to participate in the dis- 
cussions, and to vote. Policies so developed represent the only available com- 
posite of the thinking of American dairy farmers and are so presented to Con- 
gress. The legislative strength of the federation lies in the close adherence by 
its members to these policies and the close cooperation of its members in pre- 
senting them as a united group to Congress. Member associations adopting 
legislative policies contrary to those of the federation and presenting such con- 
trary views to Congress necessarily weaken the position of the federation. We 
urge all member associations to weigh these matters carefully before taking a 
position contrary to that of the federation. Nevertheless, any member which 
does not feel that it consistently can follow the federation policy shail continue 
to be free to take and present an opposing view, after due notice to the 
federation.” 

One of our legislative objectives is to convey to Members of Congress the 
thinking in the areas which they represent with respect to specific legislation. 
The views of the staff of a national farm organization become important only 
when they accurately reflect the sentiment of the membership. The federation 
staff is bound by the policies adopted by its members. 

There are occasions when it is desirable to have someone from the country 
contact Members of Congress for the purpose of explaining the effect of legis- 
lation on the people in a particular area. The most effective contact, we have 
found, is someone that the Member of Congress has known for years and in 
whose integrity and sound judgment the Congressman has confidence. 

We do not use to any great extent general letterwriting campaigns. Durilg 
the last session, I can recall only one instance in which we requested our general 
membership to express their views to Congress. That was in connection with 
H. R. 5550 relating to a proposed international trade organization. The policy 
of the federation with respect to this legislation had been determined the previous 
November at our annual membership meeting in Los Angeles. 

Arguments which we wish to advance in connection with legislation are occa- 
sionally presented in the form of letters from the federation office to congressional 
committees or to Members of the House or Senate. 
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Luncheon conferences are established and accepted business practices. They 
are helpful where busy schedules make it necessary to utilize all available time 
during a day. To a limited extent our staff members use them when conferring 

_with Members of Congress. 

The federation does very little entertaining. We would not consider extensive 
eptertaining appropriate, and our budget would not permit it. We see no reason 
why a reasonable amount of entertaining should not serve a useful purpose to 
improve the relationships with Members of Congress just as it serves a useful 
purpose in business. Excessive entertaining, we are convinced, would react 
against the organization using it. We do not share the fear that legislation 
might be influenced by entertainment. Such a fear presupposes a lack of in- 
tegrity on the part of Members of Congress which we do not think exists. 

The same reasoning applies with even greater force to attempts to influence 
legislation through gifts. The inherent integrity and high character of the Con- 
gress precludes such practices much more effectively than would the regulation 
of lobbying. Conversely, since there would be no need to regulate lobbying 
unless there were a possibility that Members of Congress might be influenced 
by improper acts, care should be exercised in the drafting of lobbying legislation 
to see that it does not serve to this extent as an implied indictment by Congress 
ot its own Members. 

The position of the federation with respect to lobbying is: (1) We have no 
vbjection to the regulation of lobbying provided the right of dairy farmers to 
petition Congress, either directly or through their national organization, remains 
unimpaired; (2) any regulations which are prescribed should be clear and 
definite, so those who are subject to them will know what is required; (3) the 
disclosure of figures which reveal volume of operation or similar confidential! 
business information should not be required; and (4) legislative activities of 
farm organizations, chambers of commerce, and trade associations, such as the 
activities we have described, should be separately classified and regulated. 

We would oppose any legislation which tended to interfere with or impair 
the right of dairy farmers to petition Congress. This is a valuable right guaran- 
teed us by the Constitution, and we would not want to see it hampered or 
restricted in any way. We would not object to reasonable requirements for the 
registration of those who petition Congress, nor would we see any harm in 
requiring the filing of general information showing what group we represent and 
the policies we have adopted. 

The listing of names and addresses of members should not be required, as 
competitors or sales promoters could take advantage of such information. 

The present lobbying law is an example of the vague and indefinite provisions 
which should be avoided in any new regulations which are proposed. Court 
decisions have now put some degree of understanding into the law; but for 
almost 10 years we have been plagued by a Federal criminal statute so confused 
and misleading that no one could tell what it meant. Yet the penalties for over- 
stepping its indistinct bounds included such drastic measures as a $5,000 fine, a 
year’s imprisonment, and forfeiture of the right to petition Congress for 3 years. 

Because of the uncertain requirements of the law, and the threats made by 
the Department of Justice to enforce its uncertain terms, we first included in 
our lobbying reports all of our receipts and expenditures except a minor rent 
account. With each report we filed a statement to the effect that the figures 
submitted were total figures and not lobbying amounts. We had no end of 
trouble due to the fact that reporters would not read the statements but merely 
picked up the total figures and published them as lobbying expenditures. This 
resulted in so much unfavorable publicity and so much complaint from our own 
members that we had to discontinue it. Fortunately, the decision in the Harris 
case came down about the time the situation became unbearable, and we then 
began reporting only expenditures for direct legislative contacts. 

In view of the difficulty which existed before the Harris decision, we suggest 
that any new regulations be limited to reports of direct legislative expenditures. 

The penalties in the present law are entirely out of proportion to the offense. 
Bribery should be severely dealt with both as to the donor and the recipient, but 
that could be handled in bribery statutes. Failure to file a report should not 
Subject anyone to a possible punishment of a $5,000 fine and a year in jail. Com- 
pare this with the cease-and-desist orders which have been reasonably effective 
in enforcement of the Federal Trade Commission Act. 

Lobbying reports should not require information which discloses business 
Volume. Many trade associations, including the federation, are supported by 
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dues which are directly related to the business volume of the members. We do 


not reveal to our own members the amount of dues paid or the volume of business 
done by another member. 


Where dues are paid to farm organizations for general purposes we see no 
need for requiring financial reports in any case. 


We have gone into detail to point out the extent to which the legislative activyj- 
ties of farm organizations such as the federation are carried on. We did that 
to bear out our last point, namely, that such organizations, and possibly trade 
associations and chambers of commerce, should be separately classified for the 
purposes of any new legislation. We do not believe the filing of financial reports 


by such organizations is needed. At the very least such reports could be annual 
instead of quarterly. 


We suggest for farm organizations, whose legislative activity is confined to 
the presentation of policies adopted by the membership, that all that should be 
required is annual reports showing the general group represented and the general 


nature of the policies adopted. 
The Cuatrman. The next witnesses are Dr. Burton Behling, Greg- 
ory Prince, and Patrick H. Mathews. Will you come around, please? 
_Do you and each of you solemnly swear that the evidence you shall 
give before this Senate special committee shall be the truth, the whole 


truth and nothing but the truth so help you God? 
Mr. Prince. I do. 


Dr. Benutine. I do. 
Mr. Maruews. I do. 


TESTIMONY OF GREGORY PRINCE, GENERAL SOLICITOR OF THE 
ASSOCIATION OF AMERICAN RAILROADS; DR. BURTON BEHLING, 
ECONOMIST; AND PATRICK H. MATHEWS, ASSISTANT TO THE 
VICE PRESIDENT AND GENERAL COUNSEL OF THE ASSOCIATION 
OF AMERICAN RAILROADS 


The CuarrMan. Will each of you state your name to the reporter, 
and give your name and your place of residence and your business 
or occupation ? 

Mr. Prince. Gregory Prince, general solicitor, Association of Amer- 
ican Railroads, Transportation Building, Washington, D. C., and that 
is my businessaddress. My residence is Chevy Chase, Md. 

Dr. Bentine. Burton Behling, economist, for the Association of 
American Railroads, with my office in the Transportation Building 
here in Washington. My residence also is in Washington, D. C. 

Mr. Maruews. I am Patrick H. Mathews, assistant to the vice presi- 
dent and general counsel, in the law department, Association of Amer- 
ican Railroads, Transportation Buildmg. My home is in Bethesda, 
Md. 

The Cuamman. All right, gentlemen, do you have a prepared state- 
ment ? 

Mr. Prince. No, sir; we do not. 

The Cuarrman. Mr. Counsel, you may proceed. 

Mr. Fay. Mr. Prince, I will direct my questions to you, and if it 
is in an area or field at all where you think that Mr. Behling or 
Mr. Mathews might give more comprehensive replies to it, I sug- 
gest that you turn the question to them. 

Mr. Prince. I will do that, sir. 

Mr. Fay. How long have you been connected with the Association 
of American Railroads? 

Mr. Prince. For 22 years. 
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Mr. Fay. With that background, then, you can tell us for the period 
of time that you are personally familiar with it, what the purpose 
and functions and the nature of the membership of the association is, 
just briefly ? 

Mr. Prince. I think that I can. The association itself was formed 
22 years ago, in the fall of 1934. It is the organization of the principal 
pailvonds of the United States, Canada, and Mexico for the purpose 
of dealing with matters of comon concern in the whole field of rail- 
roading. 

Its operation is concerned with traffic matters, maintenance, engi- 
neering, research, finance and accounting, statistics, and, in fact, it 
runs the whole gamut of railroad operations. Probably the function 
of the association that is most important, of all of its many varied 
functions, is a truly operating function with respect to the move- 
ment of freight. 

For instance, the movement of freight between two or more railroads 
is conducted as though they were a single system of railroads and the 
association plays a very important part in enabling those various rail- 
roads to form a single integrated transportation system throughout 
the country. They set up and administer the rules by which freight 
cars are interchanged between various railroads. They set the stand- 
ards for equipment that permit this interchange. 

They perform the function of gathering and marshalling fleets of 
cars to meet: particular requirements such as a large grain crop or for 
a troop Movement, or anything that would require a peak demand 
in some particular section of the country or on some particular rail- 
road for a greater number of cars than it could supply by itself. 

The association is the agency to which each of the railroads has 
given authority, permitting it to direct the movement of cars of the 
individual railroads to that place where the cars are needed. It does 
perform a very important operating function. 

Then, we are engaged in other fields through presenting the side 
of the railroads to the public, through our public sbetioun department. 
That is trade advertising. 

Through the law department we deal with matters of common 
concern to the railroads in the field of law. That is before adminis- 
trative bodies and matters before the courts and in matters before 
Congress. We are the chief agency or chief department of the asso- 
ciation for dealing with legislative matters. 

Now, perhaps as a general picture, Mr. Fay, that may be sufficient. 

Mr. Fay. Yes; I think that covers what I had in mind. I am 
going to ask the chairman if at this time he will mark for the record 
your pamphlet, Association of American Railroads, Plan of Organiza- 
tion, which will give the record more detail and specifications than 
you have been able to give right there. 


The CHatrMAn. The pamphlet will be filed for reference as exhibit 
Vo. 22. 


(Exhibit No. 22 will be found in committee files.) 
Mr. Fay. And also this exhibit, Association of American Railroads, 
their outline of 1955 work and the purposes for 1956. 


The Cuatrman. It may be filed as exhibit No. 23 for reference. 
(Exhibit No. 23 will be found in committee files.) 
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Mr. Fay. So, with that more or less comprehensive background, we 
will have the basic information outlining the organization in greater 
detail than you could possibly give it to us. 

Mr. Prince. Just to give you a little perspective, I might give you 
some figures regarding the work of the association in these various 
fields. 

Mr. Fay. I can particularize that by asking you if you will tell us 
what your financial picture is, your operating budget, and how you 
divide it as far as your interest or concerns in the various fields are 
concerned ¢ 

Mr. Prince. Our authorized budget for the year 1956 was 
$9,381,000. 

The Cuarrman. How did that compare with last year? 

Mr. Prince. With 1955, sir? 

The Cuarrman. Yes. 

Mr. Prince. That is an increase over 1955. I will have to see 
whether I have the budget for 1955 or not. I think the expenditures 
for 1955, I do have the expenditures for 1955, which would be pretty 
close to the budget, and that amount is $7,750,000. So the 1956 budget 
is an increase over 1955 expenditures. 

The CuarrMANn. Your budget increases each year, I assume. 

Mr. Prince. Not every year, but I would say it grows and tends to 
increase as everything else does. 

The Cuarrman. All right, go ahead. 

Mr. Prince. Of that total of some $9114 million, the largest budget 
item is that for the operations and maintenance department, which 
is about $1314 million of it. That is the particular department of our 
association that performs that operating function that I described 
to you before. 

The next largest item for any department is that of the public- 
relations department including the advertising program. 

The Cuatrman. The first item of $3 million there has no relation 
whatsoever to any public relations, lobbying, or campaign contribu- 
tions, but it is purely the expense of the association’s duties and its 
responsibilities to the several railroad companies; is that correct? 

Mr. Prince. That is correct, sir. 

Then, the third largest item 

The Cuatrman. What is the second largest ? 

Mr. Prince. The public-relations item. 

The Carman. How much is that? 

Mr. Prince. That is $1,700,000 for public relations, including the 
advertising program. 

The Cuatrman. Now, give us a breakdown of that. What is that 
sles DONO expended for? Let us see just what public relations em- 

races. 

Mr. Prince. Mr. Chairman, I do not seem to have the complete 
breakdown of the public-relations department as between administra- 
tion and the advertising program, although I think that I furnished 
that to counsel for the committee, and I just do not seem to have that 
among the papers I have here. 

The CuarrmMan. What is embraced in public relations? 

Mr. Prince. I can tell you in general without giving you the figures. 
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The CuatmrMan. That is all right. I did not care so much for the 
figures as to what it embraced, and what the character of expenditures 
are. 

Mr. Prince. It involves expenditures, the largest part of it by all 
odds is the advertising which we call institutional advertising. It is 
promoting the railroads generally as an important part of our economy 
and seldom if ever would have anything to do with matters that might 
be pending in Congress. That is not true without any exception what- 
soever. There have been occasions, for instance, where issues that we 
thought were very important, pending in Congress, might be dealt 
with in a general way. 

For instance, a little over a year ago, the President’s Transport 
Advisory Committee on Transportation Policy and Organization put 
out a report dealing with the various phases of transportation policy. 
We endorsed that in general. Part of the advertising program last 
year dealt with the policies and principles involved in that report. 
Frequently, 1 would say, we might go for 4 or 5 years without having 
and advertisement that would deal with a matter of that kind. 

But in the last year, we did deal with those matters. I do not 
think in any of those advertisements we probably ever mentioned any 
bill by number. I would not say that that had not been done on some 
occasion, and I have not examined thein all to see ; but, generally speak- 
ing. that would not be done. We would deal with the principles in- 
volved, and try to get across to the public our views with respect to 
the adoption of those principles or policies. 

That is the largest part of the public-relation department’s activi- 
ties. ‘They also would publish pamphlets and brochures dealing with 
matters and that is where they would come closer to matters involving 
legislative activities or issues that are pending before Congress. We 
had some pamphlets published during the past year dealing with the 
highway bill. Those would be put out by the public-relations de- 
partment, and varying distributions made of those pamphlets. 

Then the public-relations department from time to time has pro- 
duced moving pictures. Again those would be like the institutional 
advertisements that are placed in national magazines. They on no 
occasion, I am quite uses ee ever dealt with a problem of legislation 
other than in the form of principles or policies that might be involved 
in such a thing as the Cabinet Committee report. I think that we 
have had a picture dealing with those policies and principles. 

We have a program or a section of the public-relations department 
that puts out materials on railroads, statistics and materials for 
speakers on individual railroads, belonging to the public-relations 
department in individual railroads. That is to assist teu in present- 
ing the railroads’ side of the picture to the public. I would say in 
general, Mr. Chairman, that outlines the activities of the public re- 
lations department. 

The Cuatrman. The principal purpose of it then according to your 
testimony, is to build up good will with the public for railroad trans- 
portation. 

Mr. Prince. That is correct. 

The Cuatrman. In that effort do you also try to influence the pub- 
lic or your employees to intercede with Congress and try to influence 
the action of Congress or does it apply to State legislatures? 
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Mr. Prince. No, sir; we do not have anything to do with State leg. 
islatures, answering the last part of your question first. 

I do not believe any of our public-relations advertising is designed 
to or constitutes a direction to any railroad employees to take specific 
action with res to legislation. Of course, we do hope it will create 
good will for the industry and make the public feel kindly toward the 
railroads and we hope that the public in general would see our side of 
various matters that might be pending. 

However, that is as a as you could say it comes to having any- 
thing to do with legislation. Now, I should state, however, that these 
particular pamphlets that are put out, or brochures, dealing with par- 
ticular issues, are more closely related to legislative activity than the 
advertising program. But in none of those is there any direction to 
people to write your Congressman or wire your Congressman or any- 
thing of that sort. 

As a rule, in the material put out by the public-relations department 
we are trying to put across an idea or a particular principle that we 
think is involved and perhaps that will be pointed up more clearly 
in connection with some of the specific brochures and pamphlets that 
were put out on the highway bill. 

Now, would you like me to continue with a discussion of the depart- 
ments of the association in relation to the budget ? 

The Cuatrman. This committee is only interested in matters relat- 
ing to influencing legislation or campaign contributions and so forth. 
You might give us the overall picture of the purposes of your associa- 
tion and I wanted to be specific and have you testify directly about that 
part of your budget that is directed to public relations or any of these 
other activities. 

Mr. Prince. Well, the law department is the department of the as- 
sociation charged with the specific duty of handling matters of com- 
mon interest on behalf of the railroads before Congress. That is the 
section of the association—— 

The Cuarrman. Using a term that we are all getting accustomed to, 
that is the department that has “jurisdiction over lobbying” ? 

Mr. Prince. That is correct. 

The Cuarrman. All right. 

Mr. Prince. That department has a budget of—in 1956, we had a 
budget of $776,084. The law department itself has important func- 
tions wholly unrelated to lobbying. In fact, we constitute almost three 
separate entities, in the law department itself. We have a general 
claims division that at no time has had anything to do with any mat- 
ters before Congress. Over half of the employees of the law depart- 
ment are the employees of the general claims division, and that deals 
with problems growing out of the actions under the Federal Employers 
Liability Act for injuries to employees. That is the phase of their 
activities that they deal with and it has nothing whatsoever to do with 
any legislation. 

We also have a patent division that has nothing to do with any 
matters before Congress. 

Then there is in the law department the vice president’s office proper 
that has under its jurisdiction matters aint to legislation. That 
department has a total of approximately 20 employees, I believe. We 
have seven lawyers working in the law department and then we have 
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an assistant to the vice president, and a special assistant to the vice 
president. The remainder of the personnel are the clerical force of 
the law department. 

Mr. Fay. I missed one last point there. Were you covering the 
percentage of the legal department’s budget to the lobbying activ- 
ities? You were covering these other duties beyond that, and were 
you able to break down and give us a percentage, approximation 
of what you feel your legal budget would relate to as far as lobbying 
activities are concerned ? 

Mr. Prince. I will have to give it to you in this way: I gave a figure 
forthe law department and their budget for 1956 of some $777,000. 
Of that, the law department proper has about $360,000. I do not have 
precise figures, but approximately $360,000 of that is for the vice 
president’s office, and that is the only segment of the law department 
that has anything to do with lobbying activities. 

The Cuarrman. What is that amount again? 

Mr. Prince. That was $360,000, roughly. 

Now, that, Mr. Chairman, of course does not represent activities 
solely related to legislation. The vice president’s office has many other 
functions and performs many other services for its member roads. We 
are engaged in defending and participating in the defense of lawsuits 
before the courts on behalf of the railroads generally. We are engaged 
in handling proceedings before administrative bodies such as the Inter- 
state Commerce Commission and the Civil Aeronautics Board and 
the Federal Communications Commission and Securities and Exchange 
Commission and before executive departments of the Government. 

Senator Ture. Mr. Chairman, might I ask one question or raise 
one point? Why would you be appearing before the Civil Aeronau- 
tics Board as a railroad representative ? 

Mr. Prince. I can understand why you might be unable to under- 
stand readily how we were involved in that. 

Senator Tuyr. I would like the record to reflect why the Asso- 
ciation of American Railroads would be appearing before the Civil 
Aeronautics Board. 

Mr. Prince. I would say that was a very unusual circumstance, 
Senator Thye. I recall but one time when wedid. We appeared before 
the Civil Aeronautics Board in connection with the establishment of 
the rates of compensation to be paid to airlines for flying surface 
mail. Surface mail is mail that always heretofore has been handled 
by the railroads, and under an experiment being conducted by the 
Post Office Department some of that mail is being flown between 
Washington, New York, and Chicago on the one hand, and points 
to Florida, and along the west coast. That was mail diverted from 
the railroads. 

The theory on which it was diverted was that it would not cost the 
Post Office Department any more to fly that mail than to carry it by 
railroad. 

So we had a genuine interest in the cost to the Post Office Depart- 
ment of handling that mail by air, and one of the important factors 
in that cost was the amount to be paid the airlines for transporting it. 
ee is how we got interested in a matter before the Civil Aeronautics 

oard. 

Senator Gotpwater. I might add that a further point of interest to 
the railroads in aviation might be recalled when the first transconti- 

84131578 
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nental service was inaugurated and airplanes didn’t fly at night. 
They hauled them during the day and railroads carried them during 
the night and then they got on a plane the next day and went on. 

Mr. Prince. Yes, sir. 

Senator Gotpwater. I think you also would have a natural interest 
in any competition. 

Mr. Prince. We follow the activities of our competitors quite 
closely, I must say, and I think properly so. I think we must to 
survive. 

To bring again in focus this question of how much of our activities 
are devoted to lobbying, as it is commonly known, the percentage of 
the total contributions by our member roads for the support of all of 
the activities of the association that we report as having some relation 
to the influencing of the passage or defeat of legislation has varied 
between something under 4 percent and a little over 1 percent of the 
annual budget. I think that perhaps puts it in focus and gives you 
perspective as to the activities that relate to lobbying in relation to 
our other activities. 

The CuarrMan. Let’s get down to this $360,000 that is allocated to 
the vice president’s office. It is out of that fund that you support 
your lobbying activities; is that right? 

Mr. Prince. Yes, sir; primarily out of that fund. There may be 
some incidental expenses of the public relations department that we 
might charge to lobbying which would not be out of that particular 
fund. 

The Cuarrman. How much did your association report during the 
past year under the Lobbying Act? 

Mr. Prince. During the last year I think it was $104,000, sir. 

The Cuatrman. $104,000. 

Mr. Prince. I might say that that was a lower year than the 
average. 

The Cuatrman. Lower than the average. What would you say 
has been the average year during the past half dozen years? 

Mr. Prince. The average would be nearer $200,000 if you took it 
on an average, Senator McClellan. But by way of explanation of 
that I would rather say that we included as expenditures reportable 
under the Lobbying Act a great many activities that we believe the 
Supreme Court determined and held in the Harris case and in the 
Rumely case were not to be considered as lobbying activities. For 
that reason I think we were overreporting by a great deal in the earlier 
years. I don’t know in relation to other people how that would line 
up, but I am sure that we did report many things that are not properly 
to be considered as lobbying activities. 

The Cuarrman. In other words, according to your testimony you 
used every precaution to make sure you did cover and include every- 
thing that could possibly be considered in that category ? 

Mr. Prince. That is exactly right, sir. 

The Crnarrman. The Chair has before him three of your reports. 
They are for the last quarter of 1955 and the first and second quarters 
of this year. If you will identify them, those reports will be made 
exhibits 24, 25, and 26 for reference. 

Mr. Prince. I identify this as the report of the Association of 
American Railroads for the fourth quarter of 1955. 
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| identify this as the report of the association for the first quarter 
of 1956. 

And this as the report of the Association of American Railroads for 
the second quarter of 1956. 

The Cuarmman. They may be made exhibits and numbered 
scoording’y. . 

(Exhibits 24, 25, and 26 will be found in committee files.) 

The Cuatmrman. In this lobbying activity have you employed and 
retained someone especially for that purpose! 

Mr. Prince. Yes, sir. We do have several members of the staff 
whose primary duties are to deal with matters of legislation. One 
of those gentlemen is here with me on my right, Mr. P. H. Mathews. 
He devotes most of his time to such activities, not exclusively by any 
means. He does a good many other things, but that is his principal 


duty. 

Mr. J. V. McLaughlin devotes most of his time to legislative activi- 
ties. He would not be up on the Hill, as the expression goes, as much 
as Mr. Mathews, but that is the particular phase of our activities that 
he is concerned with principally. 

The Cuarrman. Are they registered under the Lobbying Act? 

Mr. Prince. Yes, sir; they are both registered. 

The Cuarmman. And their expenditures are reported in these 
reports? 

Mr. Prince. That is correct. They report their expenditures sepa- 
rately. To that extent you might say there is a duplication in report- 
ing unless people take in—— 

The Cuarrman. In other words, each individual who is registered 
under the act makes a report, and your association makes an overall 
report. 

Mr, Prince. That is right; it will include all of the amounts re- 
ported by the individuals who are registered, and in addition a great 
deal more that relates to activities of people in the department who 
themselves are not registered, but we feel that their work is related 
‘o influencing or the Gefeat of legislation by the association, so that 
is included in the association’s report. 

ann Has your association any interest in the so-called 
fas DILL 2 

Mr. Prince. No, sir; none whatsoever. 

The Coarmman. None whatsoever. 

What contributions does your association make to political activities 

or campaigns? 
_ Mr. Prince. We make no contributions to campaigns of individual 
Senators or individual Congressmen, no campaign contributions as 
such. I might add for the record that we have never been requested 
by any Senator or Congressman to make such a contribution. It never 
has been suggested on any one’s part that we should do so. 

The Cuarrman. Do you mean you haven’t been solicited for cam- 
paign contributions? 

Mr. Prince. Not as on organization, no, sir. 

The Cuarrman. You probably have had a little solicitation individ- 
ually, I suppose. 

Mr. Prince. I dare say. I can say yes. 

_ The Cuamman. So no part of the anact that you have referred to 
has been expended over the years from your association for political 
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activities in the sense of contributing to anyone’s campaign or to any 
party or any committee sponsoring any candidate? ' 

Mr. Prince. I intended to go on to discuss one particular matter 
in view of the fact that I heard it discussed with the witness who pre- 
ceded me on the stand. I know that your committee would be in- 
terested in this. 

The association has on at least two occasions purchased a table for 
one of these dinners that are given honoring certain Congressmen, 
The table was purchased actually by Mr. Mathews, but he was reim- 
bursed by the association. So I would consider that as a purchase 
of the table by the association. I don’t think there would be any 
question about that. : 

The only two occasions as far as I know on which that has been 
done—— 

Senator Gotpwater. Which two occasions were they ? 

Mr. Prince. One of them, sir, was the so-called Sam Rayburn din- 
ner, and the other was a dinner sponsored by the Republican District 
Women’s Committee, I believe. I am not sure whether that is the 
exact name of it, but I know it was the Republican Women’s District 
organization. 

Senator GoLpwarer. You are very fair in your distribution. 

The CHatrman, Let’s find out. What about the amount? What 
did the tables cost? 

Mr. Prince. The second dinner was a little cheaper than the first. 

The Cuarrman. Which was the first and which was the second! 

Mr. Prince. The first dinner—as a matter of fact, I looked up the 
figures so I would have them exactly—we only purchased nine-tenths 
of the table. We didn’t purchase the tenth seat. 

The CHarrman. That was at the first dinner. 

Mr. Prince. That was at the Sam Rayburn dinner. So the amount 
contributed you might say was $900 in that instance. The Republican 
District Women’s dinner was a $50 a plate dinner, and we purchased 
all 10 seats for that table. That made a total of only $500. 

The Cuarrman. The Democrats are $400 ahead as of the moment. 

Senator Tuyr. What year was this, Mr. Prince? 

Mr. Prince. I think these were in the spring of this year, or was 
that in 1955? Iam told the Rayburn dinner was in 1955. 

I am afraid I may get in worse dutch. I have not yet completed 
the story. Individual seats were purchased by Mr. Mathews, 1 by Mr. 
Mathews and 1 by Mr. McLaughlin and I believe 1 seat by 1 other 
individual in the association for the dinner honoring Senator George. 
Those also were reimbursed. 

Senator Gotpwater. Might I ask you a question at this point. Do 
you receive pressure from both national committees when these politi- 
cal dinners are held? Are you imposed on to buy tickets by the 
national committees or by Senators or Congressmen ¢ 

Mr. Prince. I am not certain that I can answer that and be certain 
of my answer because I am not the one to whom they would come on 
that. I do know that there is solicitation for the purchase of tickets 
to those dinners. There is no doubt about that. I am sure Mr. 
Mathews probably receives a very cordial invitation, usually in writ- 
ing, to attend those dinners, and he may receive invitations—I wouldn't 
say pressure, but I might say invitations personally from people to 
attend those dinners. 
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The CuHamman. Mr. Mathews is present and he has been sworn 
asa witness. The Chair suggests that Mr. Mathews take up from here 
and give us the story. 

Mr. Maruews. No, sir; I have never been pressured, Mr. Chairman. 

The CuHarrMAN. Have you ever been solicited ‘ 

Mr. Maruews. No, sir. Usually it is by letter or telegram from the 
national committee. 

The Cuamrman. That would be a solicitation, would it not! 

Mr. MarHews. Yes, sir. 

The CuHamman. You have been solicited, but you didn’t regard it 
as pressure ¢ 

Mr. Matuews. Not pressured, no. 

The CHarmmMan. You were invited to purchase tickets 

Mr. MatnHews. Usually by form letters, or telegrams. 

The Cuarrman. You didn’t regard in either instance that you were 
pressured or coerced into it? 

Mr. MatrHews. No, sir. 

The Cuarrman. Did you purchase the tickets with a view of in- 
‘luencing legislation ? 

Mr. Maruews. No, sir. 

The CHamman. What do you regard it—just good public relations ? 

Mr. MatHews. Yes, sir. 

The CHairMAN. Purchasing from one party or the other you were 
not necessarily supporting your own sree sentiments, were you? 

Mr. MaTHews. No, sir. 

The Cuarrman. Any other questions ? 

Senator GotpwaTer. You bought 9 tickets. Did the association use 
those tickets or did you give some of them to somebody else? 

Mr. Maruews. As I recall, the association used 4 tickets and I 
invited 5 guests. 

The Cuarrman. A little louder, please. 

Mr. MatHews. I invited five guests. 

Senator GotpwaTeER. Just as a hypothetical question. What would 
you think the reaction would be at either national headquarters if you 
refused to buy tickets to a dinner like this? 

Mr. Maruews. I hope it has been overlooked because I have only 
purchased tickets to two dinners. There have been considerably more 
than two dinners. 

Mr. Prince. Mr. Chairman, I think I should state in connection 
with this matter, so you have the whole picture, that with respect to 
the two dinners where tables were purchased there were Congressmen 
invited as guests to sit at those tables. I suggested to Mr. Mathews 
and we discussed the matter and he did include on his lobbying report 
the cost of those tables as a lobbying expense. That is a case where 
I don’t know whether it should have been or should not have been, but 
we wanted to make a frank disclosure of what was being done. Be- 
cause of the fact that he was taking Congressmen to that dinner he 
reported the full amount as a lobbying expenditure. 

The CHarrman. Everything was covered in the report? 

Mr. Prince. Yes, sir. 

The Coarrman. Any other questions by members of the committee ? 

Senator Toys. I have none. 

Senator GotpwaTer. I have none. 
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The Cuarrman. Is there any further expenditure that you have not 
so far disclosed in connection with lobbying or trying to influence 
legislation ¢ 

Mr. Prince. No, sir; none that I know of at all. I think that gives 
you a complete picture of anything that could in any way be said 
to be an expenditure related either to lobbying or to campaign expend. 
itures. 

The Cuamman. I might ask Mr. Mathews, I understand that your 
duty in connection with the association is primarily in the legislative 
field. Would you tell the committee what actions you take to try to 
influence legislation ? 

Mr. Maruews. Yes,sir. We determine our position 

The Coarrman. A little louder, please. 

Mr. MarHews. We determine our position on a given piece of 
legislation. We work up the facts to support our position. Then it 
is a simple matter of going and talking to as many Congressmen as 
possible and explaining the facts of the industry’s position with the 
view in mind that those facts are such that they will convince the 
Member of Congress that it is right and he will support our position. 
Tt isa matter of footwork and a lot of it. 

Mr. Fay. Using the highway bill as an example, can you illustrate 
to the committee just how you do proceed in that case? 

Mr. Matuews. We were concerned principally in the highway bill 
with the tax feature. The Federal Government was going into a big 
highway program and furnishing these superhighways to our com- 
petitors, and we felt that some additional tax should be assessed to 
principally the trucking industry in payment for those rights-of-way. 
T discussed that first with a number of members of the Ways and 
Means Committee. Dr. Behling appeared before the Ways and 
Means Committee, giving the railroads position. Then after the bill 
was reported out by the Ways and Means Committee. I talked to as 
many Members of the House as I could possibly talk to. 

The Crarrman. In other words. you operate by personal con- 
tact. 

Mr. MaruHews. Yes, sir. 

The Cuairman. You present the case to the individual Member of 
Congress as you have an opportunity to do so. 

Mr. MarHews. Yes, sir. 

The CuarrmMan. You regard that as lobbying, don’t you? 

Mr. Maruews. Yes, sir. 

The Cuarrman. That is the purpose / 

Mr. Maruews. Yes, sir. 

The CHatrman. All right. 

Mr. Prince. I didn’t want to interrupt you, sir. That gives the 
»icture of Mr. Mathews’ activities in connection with the bill. | 
at of course you understand that the principal or the primary step 
we take is through appearance before the committees of Congress on 
these measures and presenting a witness, usually the best qualitied 
specialist in the field that we can produce. On this occasioi it was 
Dr. Behling, whom we have here today with us. 

The CHairMAN. Your methods or your practices are to appear be- 
fore congressional committees and give them the benefit of your test- 
mony, and then you follow up by personal visits and interviews and 
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conferences with Members of Congress trying to persuade them to your 
int of view! 

Mr. Prince. That is correct, sir, because at the appearance before 
the committees, as you well know, you reach only a very small per- 
centage indeed of those who are going to vote on any given measure. 
With all the things that Congressmen have to think about, we know 
they can’t devote a great deal of study to each particular measure. 
We feel that is the only way we can get our point of view across to 
them adequately. 

The Cuarrman. Doctor, have you any comments ‘ 

Dr. Benurne. I think not, sir, unless you have questions. I would 
be glad to answer them if you have. 

The Cuarrman. Are you registered as a lobbyist / 

Dr. Benurna. I was registered as a lobbyist, sir, but I am not now. 
My registration came about in this way: Mr. Mathews has referred 
to our interest particularly in the financing of the highway program. 
Early this year, in February, I believe, the first bill, known as the 
Boggs bill, was introduced and referred in the normal course to the 
Ways and Means Committee. At that time we thought the financing 
of the highway bill presented a very confused picture, and Mr. 
Mathews in the course of his duties calied upon and made contact 
with members of the Ways and Means Committee and asked me as 
one familiar with the issues of the tax bill as we saw them whether 
I would go with him to visit and call upon certain of the members 
of the Ways and Means Committee. That presented me and us with 
the question whether such personal contact on my part, even though 
I was going along with Mr. Mathews, would require me to register. 
It was our conclusion that the best course was for me to register, and 
i went with Mr. Mathews and made contact with 6 or 8 of the mem- 
bers of the Ways and Means Committee. That was in the early part 
of this year. ‘That activity no longer continues, and I have ceased 
my registration as a lobbyist. 

The Cuarrman. In other words, you didn’t register after that par- 
ticular bill was disposed of ? 

Dr. Bening. That is right. I discontinued my registration as of 
the end of the third quarter of this year, September 30. 

The Cuarrman. The Chair has been a little bit intrigued by Mr. 
Mathews’ testimony. He is from my State, and I know him personally 
and have known him for a long time. I feel a little slighted. I think 
only in one instance has he ever asked me to vote one way or the other 
on a piece of legislation. That is my recollection about it. I think 
you had better come to see me more often. 

Are there any further questions? 

Mr. Fay. On that same point, Mr. Chairman. 

Mr. Mathews, how many Senators would you estimate you had con- 
tact with on that highway bill, that you personally discussed it with 
or a members of your association personally discussed the matter 
with ¢ 

Mr. Prince. Mr. Fay, you specified Senators. 

Mr. Fay. Yes. 

Mr. Prince. Did you mean to restrict it to Senators? 


rr 


Mr. Fay. Well, Congressmen, too. Yes. 
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Mr. Matuews. I would say that I talked to possibly 100 Members 
. the ve on the highway bill, possibly more. 1 weal say at 
east 100. 

Mr. Fay. What about the Members of the Senate? 

Mr. Matuews. Only about four Members of the Senate as I recall, 

Mr. Fay. How about other members of the association ? 

Mr. Prince. I would say Mr. Mathews did the bulk of the direct 
contact work, but several thee employees of the association did do some 
in connection with the highway bill. You will note that Mr. Hal Hale 
is also registered as an employee of the association. He talked to prob- 
ably, I would guess 3 or 4 Congressmen on that, probably no Senators, 
That would be my guess. Several other members of the association 
who are registered here may have talked to several. They are people 
whose principal duties are not in legislative work, and they do not 
do an extensive amount of it, but if they happen to know a Congress- 
man or a Senator well enough to talk to him about a matter, they do 
so when we have an important matter pending. 

So an additional half dozen probably were contacted by these other 
registered representatives of the association. 

{r. Fay. Of course Mr. Mathews also talked to many of the legisla- 
tive assistants of the Senators that he did not get in to talk with per- 
sonally. How many of those would you estimate you talked to? 

Mr. Matuews. I would not say many. Again possibly 4 or 5. 

The Cuarrman. In other words, that is your job; isn’t it? 

Mr. Matuews, Yes, sir; a lobbyist. 

The CuatrMan. You do the best you can, do you not ? 

Mr. Matuews. Yes. 

The Cuarrman. Do you think you have any success? 

Mr. Maruews. I wouldn’t shout from the rooftops about it, Mr. 
Chairman. 

The Cuarrman. All right. 

Mr. Fay. It does give you the opportunity to present watever fac- 
tual data your association is able to compile and present it as your 
association’s views as far as the Members of the Legislature are con- 
cerned, the House and the Senate? 

Mr. Matuews. Yes. 

Mr. Fay. Have you worked with other associations when you were 
ay interested in a piece of legislation, such as the highway 

ill? 


Mr. PRINCE. vere it would be better, Mr. Fay, if I pick up the 
] 


story again, if that is all right, because I would be more apt to know 
about that than Mr. Mathews. 

Mr. Fay. Fine. 

Mr. Prince. Yes, on numerous occasions we will work with other 
groups whose views line up with ours. There is no set alliance of as- 
sociations on all matters, by any means, but in the majority of matters 
we would see cye to eye with the American Short Line Railroad As- 
sociation, an organization representing a large number of short lines. 
They generally see things as we do. We keep them informed of what 
we are doing, and they likewise inform us as to what they are doing. 

The CuarrMan. They are not members of your association? —_ 

Mr. Prince. No, sir; they are not at all members of our association. 
Their general counsel is a member of what we call our law committee. 
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That is a group of chief legal counsel for perhaps the leading 45 rail- 
roads that are members of our association. The law committee meets 
every other month to discuss common legal problems of the industry. 
Their general counsel is a member of that law committee, so we have 
that-active liaison with them. 

Continuing the response to your question, on numerous occasions 
we will confer with representatives of the railroad brotherhoods on 
legislation where we think their interests line up with ours on a par- 
ticular measure. 

(Senator Goldwater left the hearing room. ) 

The CHarmman. You may proceed. 

Mr. Prince. We have conferred with other trade associations or 
roups, the chamber of commerce on occasion, the American Automo- 
ile Association. We didn’t talk to the chamber of commerce in con- 

nection with the highway bill. We did talk to the automobile asso- 
ciation officials in connection with it. I believe in general that is 
probably sufficient to give you the picture of how we proceed and how 
we do seek to enlist the aid of the other groups where we think they 
have common interests with us. 

The Cuatmrman. Do you know of any improper attempts by any of 
your representatives or any employees of the association to influence 
Members of Congress ? 

Mr. Prince. No, sir; I certainly do not. 

The CuarrMan. In other words, you contend that all that you do. 
you register your people who are going to make the contact, you have 
ihem go make the contacts in person, supply literature, and use any 
proper persuasion to get them to see your point of view and vote 
accordingly ¢ 

Mr. Prince. That is exactly correct. 

The Carman. Do you think that maybe the inviting of a Member 
of Congress or a Senator to one of these party dinners would place 
him under obligation to you so we would have to follow the suggestion 
of the railroad association ? 

Mr. Prince. Certainly not. I am absolutely positive it would not. 

The CHarrman. I would hate to think that the Members of Congress 
were that caliber of people. 

Mr. Prince. I agree with you, Senator. I don’t think so, and I 
don’t believe any of our people who are in daily contact with them 
have that feeling about them. 

The Cuarrman. You don’t find you have that measure of success 
that you would attribute any of it to a $50 or $100 plate dinner at a 
political gathering ? 

Mr. Prince. I subscribe to that statement also, sir. 

The Cuarmrman. Any further questions? 

Senator Tuye. I have none. 

The CuHatrman. The chief counsel has had to look after another 
matter for a few moments. I don’t know whether he has any further 

uestions or not. I will ask you to remain in the room, if you will. 

@ may wish to interrogate you further about something. In the 
meantime, we are going to excuse you, at least temporarily. 

(Off the record. ) 

e Cuarrman. If you will be seated, I am not too familiar with 
all of this but maybe we can get it in the record. These are questions 
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which have been prepared by counsel and I will undertake to develop 
the facts. 

May I direct your attention to five — of literature on the table 
in front of you, Mr. Prince, and ask whether they were distributed by 
the AAR. Do you have those pieces of literature ? 

Mr. Prince. I do, and they were distributed by our association. 

The Cuarrman. Will you identify them and hand them to the clerk 
of the committee so they may be marked exhibits in the order of your 

resentation. They will be made exhibits and appropriately num- 
red, exhibits for-reference only. 

Mr. Prince. I will be glad to do that, sir. 

The first one is a booklet entitled “Highway Costs and Who Should 
Pay Them.” That represents a reproduction of the statement by Mr. 
Burton Behling, economist for the association, made before the fidans 
Committee on Ways and Means. In other words, it is his actual testi- 
mony before the Ways and Means Committee. 

The Cuarrman. That may be made exhibit No. 27 for reference. 

(Exhibit No. 27 will be found in committee files. ) 

Mr. Prince. The next document I have is a four-page pamphlet 
entitled “ the Gasoline Tax by Itself Falls Far Short of Being 
an Equitable Way To Pay for the Use of the Highways.” 

I believe the title explains what it is sufficiently so that I need not 
give any further details, Mr. Chairman. 

The Cuarrman. That may be made exhibit No. 28 for reference. 

(Exhibit No. 28 will be found in committee files.) 

Mr. Prince. The next document is entitled “Use and Financing of 
Highways, Editorial Comment.” 

It is exactly what the title indicates. It is a compilation of editorial 
comment about the financing of the highways particularly in connec- 
tion with the recent highway bill which was enacted by Congress. 

The Cuarrman. I understand all of these pamphlets now that you 
are filing as exhibits were issued during the time of the pendency of 
the highway legislation. 

Mr. Prince. That is correct, sir. 

The Cuatrman. All right. 

Mr. Prince. Each of them is marked and identified as having been 
published by the Association of American Railroads. 

The CHarrman. That may be marked “Exhibit No. 29,” for 
reference. 

(Exhibit No. 29 will be found in committee files.) 

Mr. Prince. The next document is titled “Fuel Taxes” followed by 
a large question mark. This is a compilation of what disinterested 
authorities say about the deficiencies of fuel taxes as a source of reve- 
nue for financing highways. That is written on the face of the pam- 
phlet and it describes exactly what it is. I don’t think I need go into 
further detail. 

The Cram Aan. Marked “Exhibit 30,” for reference. 

(Exhibit No. 30 will be found in committee files. ) 

(Senator Thye left the hearing room.) 

Mr. Prince. The last of these documents is entitled, “Highways, 
Development, Use, Financing.” This is a document that was pre- 
pared over a period of months between the Ist and 2d sessions of the 
84th Congress and constituted more or less a working manual for our 
own railroad people to acquaint them with the background of the prob- 
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Jems involved in connection with the eres legislation. It is not as 
argumentative as other documents that I have shown you. It is really 
just a working manual and presents the idea as we see it. 

' The Caarrman. It will be marked “Exhibit 31,” for reference. 

(Exhibit No. 31 will be found in committee files. ) 

The Cuairman. That covers the five documents that I referred to in 
my original question. 

Mr. Price. It does; yes, sir. 

The CuarrmaNn, ‘All of these, I believe you say, were distributed 
during the course of the consideration or the pendency of the highway 
bill 

Mr. Prince. That is correct. 

The CHarkman, Are the costs of those charged in the lobbying item 
of your budget or are they charged to public relations? 

Mr. Prince. To some extent they are included, depending on the 
use that was being made of the particular document. e would make 
a decision in each case as to whether the whole or any part of the cost 
needed to be reported under the Lobbying Act. 

The Carman. In some instances did you conclude that the cost 
should be reported ? 

Mr. Prince. Yes, sir; we did. 

The CaarrMan. In other words, you undertook to make an evalua- 
tion of what part of it would be regarded as lobbying and what part 
would not be? 

Mr. Prince. That is correct. 

The Cuarrman. That was a very difficult decision to make; wasn’t 
it ¢ 

Mr. Prince. It is extremely difficult. You don’t really know, Sen- 
ator McClellan, whether the law contemplates that you report such 
things or not. 

The Cuarrman. Therefore, the law needs some clarification. 

Mr. Prince. I believe it does, in the interest of proper legislation. 

The Cuarrman. Have you sent out other pamphlets or newsletters 
to members of your association ? 

Mr. Prince. Yes, sir. We send out a good bit of other material. 
I presume you mean perhaps relating to the highway legislation or 
to legislation generally ¢ 

The Cuamrman. Or any other legislation in which you are inter- 
ested and undertake to bring influence to bear on the Congress. 

Mr. Prince. We put out a good bit of mimeographed material that 
goes to our member roads to keep them acquainted with developments 
on legislation. For instance, we will send out the bill when it is intro- 
duced. We go over all the bills that are introduced in the Congress, 
every one of them, and select from that enormous number those that 
we think might in some way affect the railroads, and then we mimeo- 
graph them and distribute them to all our members with the specific 
thought in mind and with the understanding that they will consider 
a measures and advise us what they think we should do about 
hem. 

The Cuamman. When you distribute these pamphlets and news- 
letters, do you specifically request that they contact Members of Con- 
gress with respect to the legislation ? 
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Mr. Prince. No, sir. I should not say that we never have, but gen- 
erally in the pamphlets we do not do anything of the kind. We try 
to keep them informed fully as to the step-by-step development with 
respect to each piece of legislation in which we are interested. We 
keep them advised as to our position. Undoubtedly, as a result of 
those communications, some other contacts are made by represente- 
tives of the railroads who take the same position we do with regard 
to this legislation. 

The Cuairman. Did any of your newspaper advertising make refer- 
ence to the highway bill ? 

Mr. Prince. I don’t think we do any newspaper advertising, sir. 

The Cuarrman. You do not do any newspaper advertising 

Mr. Prince. I am not positive of this, but I think practically all of 
it is in national magazines. Individual railroads, of course, do a lot 
of newspaper advertising, but I don’t believe the association does. 

The Carman. You don’t recall that the association does any news- 
paper advertising ? 

r. Prince. Not that I recall, sir. 

The Cuatrrman. What is the nature of the advertising you do! 

Mr. Prince. It is in national magazines for the most part, and then 
there are some posters, station posters, that we distribute to our 
member roads. 

The Cuarrman. That advertising has no relation to influencing or 
trying to influence Members of Congress; has it? 

Mr. Prince. No, sir. I did call to your attention earlier what 
might be considered some exception to that when I said that some 
of our advertising in this past year had dealt with the principles 
advocated in the Cabinet Committee report on transportation, but it 
doesn’t relate to specific bills and it isn’t really one of our means by 
which we attempt to have our point of view put across to Congress on 
legislative matters, 

Mr. Fay. The only question I have finally, Senator: What kinds 
of contacts, if any, were made by the Association of American Rail- 
roads with the executive branch relative to legislation pending in the 
84th Congress, Mr. Prince? 

Mr. Prince, I am not certain, Mr. Fay, whether I could give you a 
complete—— 

Mr. Fay. I just wanted some examples. 

Mr. Prince. Let me give you a couple of examples. 

Mr. Fay. That is what I had in mind, please. Just briefly. 

Mr. Prince. I would say one prime example would be in connec- 
tion with tax legislation. Those matters we must discuss with the 
Treasury Department, the Internal Revenue Service, before we 
come to Congress with any proposal with respect to taxes. Almost 
the first question the joint committee or the staff will ask you is: 
What is the attitude of the Treasury with regard to this particular 
matter ? 

So, as a matter of course, if we are going to have a bill that will 
affect the revenues in any material way, for instance, if we should 
be trying to repeal the excise tax on the transportation of passengers 
and property, we would confer with the Treasury Department to 
find out what their attitude would be about it. 
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On some tax matters that were pending in the 84th Congress, I 
know that conferences were held with various people in the Treasury 
Department. 

Similarly, I would say there were some conferences with represent- 
atives of the Commerce Department, particularly—I don’t know 
particularly. I was going to say particularly the Under Secretary 
of Commerce for Transportation, people in his office; but certainly 
these were representatives of the Commerce Department, in con- 
nection with various phases of this report that I have referred to 
several times on transport policy and organization, this Advisory 
Committee. 

Those would be two instances of such contacts with the executive 
departments. 

Mr. Fay. That was the only question I had, Mr. Chairman. 

The CuarrMan. Anything further, Senator Goldwater ? 

Senator Gotpwa'rer. No questions. 

The CuarrmMan. Does any one of you think of anything further 
that you want to say which has not been brought out by the questions 
asked ? 

Mr. Fay. May I suggest right on that point, Senator, we have asked 
these gentlemen if they would furnish any recommendations for prac- 
tical problems that they see with respect to their own experience as 
far as operating under the existing Lobbying Act, as well as their 
expressions of practical recommendations which could be made to 
cover some of these problems. 

The CuatrMan. For instance, have you any suggestion or recom- 
mendation, Mr. Prince? 

(Senator Thye returned to the hearing room. ) 

Mr. Prince. I have two in mind at the moment, one of which I think 
it would be easy to take care of. The other I am not just sure how you 
would take care of it. 

The CHarmman. We would be glad to have your thoughts on it. 

Mr. Prince. First, I mentioned earlier in the discussion of this 
matter that there is a clear duplication of amounts reported on behalf 
of an organization when the individuals who represent that organi- 
zation register themselves and report as expenditures under the Lobby- 
ing Act the amount of their salary attributable to the time they spend 
on lobbying activities, any expenditures they make in that connection. 
Then again when the association itself reports, all of that amount is 
again included as an expenditure by the association, because our ex- 
penditure is the salary we pay to Mr. Mathews and the others. 

We reimburse sii Se his expenditures. So that again is included. 
If anybody looking at the picture wanted to know how much was 
being expended by the association and the railroads on lobbying, I 
think they would come to the conclusion that more was being spent 
than actually is being spent. I have seen it referred to in various 
periodicals that so many hundreds of thousands of dollars was ex- 
pended on lobbying during the past year by all organizations and 
persons registered. 

There is a great deal of duplication in that for others as well as 
for ourselves. 

_I would think that the purpose would be served if there were a 
single report on behalf of the association together with a listing of 
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the representatives of the association who are authorized to speak on 
its behalf and make direct contacts with Members of Congress. 

The Cuarrman. If just the association is going to report, it should 
break it down, don’t you think, so it could be identified as to whether 
Mr. Mathews spent the money, and how much of it. 

Mr. Prince. I think you are right about that, sir. It would have 
to be something more than you now report under the association's 
report. You would have to have the expenditures of the ineividual 
a identified the way they do in their individual reports 
today. If you did that, then it seems to me you would have a com- 
plete picture of the activities of the association and its individual 
representatives. 

he CHarrman. You certainly have no objection to Congress get- 
ting fall information regarding all expenditures which the act would 
cover 

Mr. Prince. None whatsoever. 

The Cuarrman. But as it is now you feel there is a duplication and 
it is unnecessary to have 2 reports i 1 is made properly ¢ 

Mr. Prince. That is my thought about the matter. 

The Cuairman. You think that can be taken care of ¢ 

Mr. Prince. I don’t think it would be difficult to provide in an 
amendment. 

The Cuarrman. What is the other point ? 

Mr. Prince. The other point was the general vagueiess of the 
statute. The statute in my judgment is a very poorly worded statute. 
I don’t think anybody knows what it means. Frankly, I don’t think 
maybe I shouldn’t say this, but I don’t think the Supreme Court knew 
what it meant. I don’t think they have told us what it meant. After 
reading the act and the decision upholding the law, I don’t think you 
know any more than you did before. Perhaps you are a little more 
confused. 

Some way there ought to be a way to clarify the provisions to 
make clear who should register and, secondly, Necthbaties of what 
should be reported. I know I am not being too helpful because | 
haven’t sarinied concrete to present to you as a recommendation in 
that regard, but I believe if the matter is studied hard enough and 
carefully enough by some experts, they can come up with some distinct 
improvements to this act. 

The CuarrMan. One of the hopes of this committee is that we can 
come up with legislation or at least recommend legislation that the 
Congress after it has studied it and maybe amended it and modified 
it and so forth, can enact and clarify this situation and at the same 
time protect the rights of people to petition their Congress, but require 
them to do it in a way that we can all know is open and aboveboard 
and there is no impropriety in the means of contact. 

Mr. Prince. I might mention one other thing in this regard. I have 
seen suggested amendments to the act which would serve to clarify it 
and make it more definite as to who is required to register, but by 
broadening it to such an extent that I think it would not serve a useful 
perpen. think you would be completely deluged and snowed under 

y filings that would be required. If you required everybody who at 
any time talked to any Congressman about any matter of legislation 
and eliminate all exemptions of those who do it only incidentally or 
occasionally or something of that sort, I think you would probably 
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have 500,000 registered under the act. That would clarify it, but 1 
don’t think it would be helpful. 

The Cuarmman. I think you recognize, as I think the committee 
does and the Members of Congress i it is a most difficult piece of 
legislation to draft to get it to do what you want it to do and not go 
beyond that. 

Mr. Prince. I quite agree with you. 

The Cuatrman. I don’t know how good a job the committee will 
finally do, but one of the responsibilities of this committee is to try 
tocome up with some legislation along this line. 

Any further questions ? 

Thank you very much. 

Mr. Prince. Thank you, sir. 

The CHarmman. You may be excused. 

John B. Lawrence, Mr. Ray G. Atherton, Mr. William A. Bresna- 
han, Mr. James F. Pinkney. Will you gentlemen come around, please. 
The Chair is advised that Mr. Lawrence is not present ; is that correct ? 

Mr. Pinkney. That is correct, sir. 

The CHarrMan. Will you be sworn, please. 

Do you and each of you solemnly swear that the evidence you shall 
give before this special Senate committee will be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Aruerton. I do. 

Mr. BresnaHan. I do. 

Mr. Prnxney. I do. 


TESTIMONY OF RAY G. ATHERTON, GENERAL MANAGER; WILLIAM 
A. BRESNAHAN, ASSISTANT GENERAL MANAGER; AND JAMES F. 
PINKNEY, GENERAL COUNSEL, AMERICAN TRUCKING ASSOCIA- 
TIONS, INC. 


The Cuarrman. Be seated, gentleman. Will each of you state for 
the record your name, your place of residence, and your business or 
occupation. 

Mr. Pinkney. My name is James F. Pinkney. I am general counsel 
of the American Trucking Associations, Inc. My residence is the 
headquarters of the American Trucking Associations, 1424 16th Street 
NW., Washington, D.C. : 

Mr. Aruerton. I am Ray G. Atherton, Takoma Park, Md., general 
manager of the American Trucking Associations, with headquarters at 
1424 16th Street NW. 

Mr. BresNAHAN. William A. Bresnahan, assistant general manager, 
American Trucking Associations, 1424 16th Street NW. I reside in 
Avondale, Md. 

The Cuatrrman. All right, Mr. Counsel, you may proceed. 

Mr. Pinkney. First let me say with respect to Mr. Lawrence, Mr. 
Chairman, that he is a member of the committee on uniform laws of 
the Council of State Governments, which is holding its annual meet- 
ing in Chicago at the present time. That is the reason he was un- 
able to be present. That fact was made known to counsel last week 
and we understood it would be all right for Mr. Lawrence not to be 
here today. 
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The CuHarrman. If we need him later he will be available, I am 
sure. 


Mr. Prnxney. Yes, sir. 

The Carman. The testimony of the three of you will preclude any 
necessity for having him, it is entirely possible. I don’t know. 

Do you gentlemen have a prepared statement ? 

Mr. Pinkney. No, sir; we do not. 

The Cuarrman. You may proceed, Counsel. 

Mr. Fay. Mr. Pinkney, I will address the questions to you and you 
in turn may refer them to either one of your colleagues if they are 
more within their purview. 

First off, how long have you been connected with the American 
Trucking Associations, Inc. ? 

Mr. Prnxney. I personally have been connected with the American 
Trucking Associations since August 1, 1952, as its general counsel 
during that entire period. 

Mr. Fay. So you are closely familiar with its activities during the 
past 4 years? 

Mr. Pinkney. Yes, sir. 

Mr. Fay. It is a national trade association incorporated under what 
State? 

Mr. Arnerton. In the District of Columbia. 

Mr. Pinkney. I will refer these organizational questions to Mr. 
Atherton, if I may, sir. 

Mr. Fay. Its membership consists of 48 State associations and the 
District of Columbia association; is that correct? 

Mr. Aruerton. That is correct, 49 State associations. We have two 
affiliated associations in Illinois, 

Mr. Fay. What else, sir? 

Mr. AtrHerton. And the District of Columbia Trucking Associa- 
tion, a total of 50. 


Mr. Fay. You also have conferences representing different seg- 
ments of the industry ? 


Mr. ArHerton. We have 11 divisions, types of carrier organizations 
called conferences. 


Mr. Fay. So actually your association has a membership of 60 
subassociations ? 

Mr. Arnerton. Sixty units, if you please. 

Mr. Fay. What is the difference between the State association and 
the conference member? 

Mr. Arurrton. The State association is an all-embracing organiza- 
tion within a State, serving and servicing all types and classes and 
classifications of truck operators. The ATA conference is a national 
unit servicing and serving only a specific type or class of truck oper- 
ator, as, for instance, a regular-route common carrier, a tank-truck 
operator, a contract carrier, or other type. 

There is a further difference in that in our organization the body 
or weight of control of the organization is basically in the State 
associations. They have much greater voting weight in the federation 
than do the conferences. 

Mr. Fay. You have furnished counsel with a chart which shows the 
overall operation of your organization. I would like at this time to 


have this marked for identification for the record, if you will, Mr. 
Chairman. 
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The CHairman. Will you identify it? 

Mr. Arnerton. I so identify it. 

The CuarrmMan. It may be made exhibit 32 for reference. 

(Exhibit No. 32 will be found in committee files. ) 

Mr. Fay. As far as your State associations are concerned, what is 
the average membership within the State? 

Mr. Arnerron. It varies greatly according to the State. For in- 
stance, you will appreciate that in Nevada it would be considerably 
smaller than in the State of Pennsylvania. 

Mr. Fay. What is your largest one? 

Mr. Arnerton. North Carolina or Pennsylvania, I should say. The 
aggregate membership—this is an informed guess—would be some- 
thing in excess of 30,000 trucking companies, not individual persons 
but trucking companies. 

Mr. Fay. That would be within the 60 units of your organization / 

Mr. Arnerton. That is right, within the State associations. 

Mr. Fay. Just within the 49, then? 

Mr. Arnerron. That is right. 

Mr. Fay. Do you have any control over the State associations at 
all? 

Mr. Arnerton. Absolutely none. 

Mr. Fay. They are autonomous as far as their actions? 

Mr. Aruerton. Completely autonomous. And the reverse is actu- 
ally true. They are in complete control of the national federation. 

Mr. Fay. Just how does the national federation work ? 

Mr. Arnerton. The federation is governed, and its policies are laid 
down, by a board of directors. This board is something over 400 in 
number. Basically there are 7 directors from each State, which may 
be augmented under special circumstances by 2 or 3 others. From 
each State come seven directors. Then there are 2 of these directors 
from each of these 11 conferences. That board of directors com- 
pletely controls the policy determinations and activities of the 
federation. 

There is a subcommittee of that board of directors composed of 
approximately 80 members, of which 1 comes from each of the State 
associations as a State vice president and 1 from each of the con- 
ferences, and then there are added to that number the general elected 
oflicers of the federation. That committee functions in the interim 
between meetings of the large board. 

Mr. Fay. With respect to your budget, would you tell the committee 
what your overall budget is? 

Mr. Arnerton. In round figures, $3 million a year. 

Mr. Fay. How is that secured, sir ? 

Mr. Aruerton. About $40,000 of it comes from dues from the State 
associations. Those are the only dues which our organization receives. 
Weare unusual in the respect that we are pretty much a self-supporting 
organization. We have two operating funds. The ATA general 
fund, which is our basic organizational operating fund, comes from 
that $40,000 augmented by income from things which we produce 
and sell and from our newspaper. Against that, of course, is charged 
the incidental expenses. 

Our other fund is our ATA general activities fund which runs 
about $1,200,000. That comes from purely voluntary contributions 
by individual trucking companies. 

84131—57——_9 
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Mr. Fay. Have you any formula as far as that voluntary contri. 
bution ? 

Mr. Aruerron. Nothing required at all. It is purely voluntary. 

Mr. Fay. I mean there is no measuring stick by which one State 
organization can volunteer $300,000 and another one can volunteer 
$5,000 ? 

Mr. Aruerton. If counsel will permit, the State organizations 
themselves do not contribute to this fund. Individual trucking 
companies. 

Mr. Fay. 30,000 members, then. 

Mr. Aruerton. I wish they would. A small percentage of them 
do. Asa yardstick on which we solicit from them their support of 
this fund 

Mr. Fay. That is what I had in mind. 

Mr. Aruertron. We urge them to contribute one-tenth of 1 percent 
of their gross revenues for the last fiscal year. 

Senator Gotpwater. Could I ask a question there? If you care to 
divulge the information, what percentage of the 30,000 available 
members actually help you in this type of work ‘ 

Mr. Arnerton. This again is an informed guess, Senator. I should 
say that the general activities fund, which includes our public relations, 
which I am sure you are going to ask about, is supported by 3,000 t» 
3,500 carriers. 

Senator Gotpwater. About 10 percent. 

Mr. Aruerton. That is correct. 

Senator Gotpwater. Would you say that is a fairly average figure 
for all organizations or are you acquainted with others? 

Mr. Aruertron. I am acquainted with some of them. I cannot state 
that it is an average figure. I think, however, it may be a fair figure 
for most industries. 

Senator Gotpwater. The reason I ask is that the business organiza- 
tions that I am connected with have about the same response from 
their membership when they are asked either to help, the same response 
from the available membership when you seek membership for the 
organization. 

{r. ArnEerToN. Senator, in addition to those people who make those 
voluntary contributions to that fund, we derive income to our general 
fund—which runs about $1,300,000 this last year—by selling things we 
produce to a great many truck operators who buy these things because 
they need them in their businesses. For instance, they will buy our 
financial and operating statistics service or they will buy some other 
service from the federation which service is designed to help them in 
their business, even when they will not contribute voluntarily to our 
general activities fund which includes our public-relations activities 
and public good-will building activities. Thus, total supporters would 
be some percentage above 10 percent. 

Senator Gotpwarer. The reason I ask that is that I feel there is a 
general misunderstanding in America as to the activity of the average 
businessman. The business people of this country have been painted 
by the so-called liberal bloc as a group determined to destroy everybody 
else through pouring all of their huge profits into Washington to help 
on legislation. The truth of the matter is, and you know it, that you 
have a very hard time getting this kind of support from the very people 
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that you are put hereto help. Instead of American business as a whole 
being vitally concerned with these things which affect them, they don t 
seem to give much ofadarn. It has got me kind of concerned, Those 
people who are bent on destroying our free-enterprise system are here 
in Washington day and night, 365 days a year, but you try to get the 
average businessman interested in preserving his own system and we 
run into the same thing that you run into. Yet business people in 
this country who to my mind—and these hearings have only brought 
it out—are completely ignorant of the purpose of public relations and 
completely incapable, evidently, of selling the American people on 
the power of the free-enterprise system, sit back and allow this ae: 
resentation to be accepted by American people. Iam glad you brought 
that figure out because it only indicates the failure of the American 
business system to protect itself. 

Mr. Fay. Will you describe to the committee just what in your esti- 
mate, Mr. Pinkney, would be the percentage of your total budget which 
is used for legislative interests as far as your association is concerned ¢ 

Mr. Aruerton. Subject to the qualification that in every case, as un- 
doubtedly the committee has been informed, somebody has to interpret 
what should be recorded as lobbying expense and what isn’t; we have 
an expense this year of about $80,000. 

Mr. Fay. How about last year? 

Mr. Arnerton. Last year considerably less—about fifty-some thou- 
sand. Before that, rarely over $25,000 or $30,000. We had an un- 
usually big year last year. 

Senator Tuyr. Mr. Chairman, might we have an explanation of 
why the stepped-up expenditure and activity on the part of your 
association last year ? 

Mr. ArHerton. Yes, Senator. Perhaps Mr. Pinkney will want to 
give you the detail, but it results from the incidence of the highway 
legislation and the proposal for the enactment of legislation based on 
the Weeks’ report. 

Mr. Fay. Mr. Chairman, at this time if we might have an exhibit 
marked for reference in the record, which will contain a detailed 
statement of the financial operation of the trucking associations and 
also the lobbying reports which were filed by the associations for the 
last quarter of 1955. 

The Cuarrman. The first that counsel refers to is a memorandum 
dated March 1, 1955; is that correct ? 

Mr. Prnxney. Yes, sir; that is correct. 

The Cuarrman. That may be filed and made exhibit No. 33 for 
reference. 

(Exhibit No. 33 will be found in committee files.) 

The Carman. Three reports for what period ? 

Mr. Fay. The last quarter of 1955 and the first two quarters of 
1956. 

The CuarrMan. You identify these reports; do you? 

Mr. Pinkney. We filed the reports. I so identify them. 

The Cuarrman. They may be made exhibits for reference and ap- 
propriately numbered 34, 35, and 36. 

( Exhibits 34, 35, and 36 will be found in committee files. ) 

Mr. Fay. Are you aware of the ones listed on your reports as far 
as representatives of your association / 
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Mr. Pinkney. Yes; I am. 

Mr. Fay. Will you enumerate them for the record ¢ 

Mr. Prxxney. There are Mr. Lawrence, the managing director, my- 
self, Mr. Bresnahan here, Mr. Welliver, Mr. John O’Donnell, and Mr, 
Dillard Lasseter—the latter two being retained—and my assistant, 
Mr. James Fort. 

Mr. Fay. Taking asa specific example the highway bill, will you de- 
scribe to the committee the activities of the association on the highway 
hill and what part the people who are registered actually played in 
presenting your views, Mr. Pinkney ? 

Mr. Pinxney. Yes, sir. The highway bill legislation started back 
5 or 6 years ago, and I won’t dwell on the ancient history long. It be- 
came obvious to us, and I think to a large part of the American public, 
that we had an obsolete highway system. We started back in 1951 
together with other highway user groups to plug for a better highway 
system. 

About 2 or 3 years ago the President brought forward his proposal 
which resulted in the introduction of bills in the Senate. At that time 
our activity was a fairly light one. We were, with other groups, plug- 
ging for a better highway system. We came out in favor of these 
several highway programs as outlined in several bills that were intro- 
duced in the Senate and later in the House. We were not particularly 
active in the sense of lobbying at that time. 

However, once the hearings were held, Mr. Bresnahan, who at that 
time was our director of research, appeared before the several com- 
mittees. We made the customary appearances on the technical ques- 
tions involved. We were, of course, particularly concerned with the 
tax features of the bill. In that regard we were in somewhat of a de- 
fensive position, because rather extreme proposals were before the 
Congress. We made contact with members of the Ways and Means 
Committee. We made contact with members of the Public Works 
Committees of both Houses. Those contacts were principally confined 
to committee members. We kept our people in the States fully in- 
formed as to what proposals were before them. We kept our govern- 
ing body fully informed as to the developments back here, and they, 
in turn, Were in session a number of times to fix policy. 

That in general, Mr. Counsel, is about the scope of our activities. 

Mr. Fay. In connection with that bill, you have given us an exhibit 
which I shall ask the chairman to have marked for reference in the 
record, a telegram which you sent to your members proposing that 
they wire that to their Senators, and a letter which was drafted, of 
which you have given us a copy, on the stationery of the American 
Trucking Associations which you sent to each Senator outlining your 
interest. That was signed by Mr. John Lawrence. 

Mr. Pinkney. Right. 

Mr. Fay. If we may have them marked for the record, Senator, I 
would appreciate it. 

The Cuamrman. The telegram dated May 25, 1955, is the suggested 
telegram, as I understand it, that you asked them to send to Members 
of Congress ? 

Mr. Pinxney. I am a little puzzled by that particular telegram. 
Normally we advise them as to what the situation is. 

The Cratrman. Will you please hand these documents to Mr. 
Pinkney ? 
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Mr. Pexxney. I am familiar with the letter, Senator. 

The Cuamman. The Chair hands you a document which you are 
now examining. Will you state what it is! ee 

Mr. BresNAHAN. Senator, the heading on this piece of paper is mis- 
leading. The heading there is merely an instruction to our own 
mien operator instructing her to send this telegram for Mr. 
Lawrence to each Member of the Senate. It was to clarify the asso- 
ciation’s position. This telegram was not sent to our associations or 
toour members. 

The Carman. In other words, that is one copy of a telegram that 
was sent by Mr. Lawrence to each Member of the Senate ¢ 

Mr. Bresnauan. That is correct. 

The Cuamman. That telegram may be printed in the record at this 
point. 

And the other document ? 

Mr. Prnxney. The other document is a letter sent over Mr. Law- 
rence’s signature to each Member of the Senate and it concerns itself 
particularly with an amendment to H. R. 10660, which had to do with 
the weight standards in the highway bill. 

The Cuatmrman. The telegram is not marked as an exhibit. The 
telegram is ordered printed in the record at this point. The letter 
may be marked as an exhibit for reference. 

After futher examination, the Chair may direct that it be inserted 
in the record as well. For the present it will be filed for reference. 

(The letter referred to was marked “Exhibit No. 38” and can be 
found in committee files. ) 

(The telegram marked “Exhibit No. 37” follows :) 


Please send the following wire to Members of United States Senate: 
“Speaking for the American Trucking Associations, each of its affiliated State 
trucking associations, and each of its 11 affiliated national conferences, we 
would like you to know that the trucking industry is unequivocally opposed 
to section 2 (d) of S. 1048, dealing with Federal regulation of motor vehicle 
sizes and weights. The industry wholeheartedly supports the proposed amend- 
ment of Senator Holland which would strike out section 2 (d), S. 1048. If this 
section is allowed to remain in the bill the States would be deprived of their 
historic right to regulate in an area where they have proved that they can 
regulate most effectively, and can best cope with the local and regional prob- 
lems involved. Section 2 (d) would handcuff the States and create damage 
and confusion that would be extremely harmful now and in the future to an 
industry that is second only to agriculture in employment of American workers. 

“JOHN V. LAWRENCE, 

“Managing Director, American Trucking Associations, Inc.” 


The Cuarrman. Proceed. 

Mr. Fay. As far as your activities are concerned, did you coordi- 
nate with other groups having similar interests to yours in presenting 
your position to the Congress ‘ 

Mr. Prnxney. Yes, we did. We had no formal organization set up 
which included other groups, but we did from time to time make 
contacts with and sit down and discuss various aspects of this high- 
way bill with many other organizations, particularly that group that 
1s joined together in what is known as the Highway Users Conference, 
which encompasses a very large number of the interests—transporta- 
tion, roadbuilders, manufacturers, people of that sort. We, of course, 


also were in touch with organizations outside of that particular 
grouping. 
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Mr. Fay. Your activities were primarily to keep them informed of 
the fact you had to support your interest in this legislation and jn 
turn secure from them any facts that would be helpful in formulating 
your ideas as to how great your interest would be ¢ 

Mr. Prnxney. That is correct, and we were, of course, seeking their 
support on some of the more controversial issues that were before 
the Congress. 

Mr. Fay. You and your associates who were registered under the 
Lobbying Act actually made contacts here with Members of the Sen- 
ate to present those facts to them ? 

Mr. Pinkney. Yes, we made contacts with Members of the Sen- 
ate. 

Mr. Fay. Would you state approximately how many Senators you 
think you and your associates did talk to on this subject ? 

Mr. Pinkney. I would guess that that is a comparatively small fig- 
ure as compared with the House side where most of this activity took 
place. I personally remember contacting about 3 or 4 Senators on the 
matter, and I think the number might have been a little higher in the 
case of Mr. Bresnahan and Mr. Lawrence and Mr. O’Donnell. 

Mr. Fay. Mr. Lawrence indicated that he might have contacted a 
dozen Senators and 24 administrative assistants of other Senators. 

Mr. Pinxney. I would judge that to be approximately correct, yes. 

Mr. Fay. You and Mr. O’Donnell and Mr. Bresnahan indicated 
that you had contacted probably half a dozen apiece and Mr. Bresna- 
han two. 

Mr. Prnxney. Yes, sir. 

Mr. Fay. Those contacts were to present the facts? 

Mr. Prnxney. That is correct. 

Mr. Fay. On any occasion was any overture made to you as far as 
support with respect to a Senator with whom you were talking? 

Mr. Prnxney. There never was. 

Mr. Fay. Any way whatsoever, financially or politically or in any 
other way ¢ 

Mr. Prnxney. There never was. 

Mr. Fay. In the presentation of your lobbying work have you on 
occasion had the opportunity actually to draft proposed legislation 
and submit it to Members of Congress or to Members of the Senate 
asking for them to introduce it? 

Mr. Prnxney. Yes. That is the exceptional case, however. __ 

Mr. Fay. But as far as the Lobbying Act is concerned, you consider 
that to be within the purview of your right as an individual and as an 
attorney to do that on behalf of your association ? 

Mr. Prnxney. I do. 

Mr. Fay. Would there be any other activities that you can think of 
in that same area as far as your work for your association would re- 
quire you to perform ? 

Mr. Prnxney. No. 

Mr. Fay. You would appear and testify before committees / 

Mr. Prnxney. I appear and testify before committees. 

Mr. Fay. I presume you get calls from Members of the House and 
the Senate with respect to bringing information up to them. In other 
words, the solicitation comes from the Capitol rather than the overture 
from you? 
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Mr. Prnxney. That occasionally happens, but very occasionally in 
wiy experience. 

‘Mr. Fay. But it has happened / 

Mr. Pinkney. It has happened. I might say in addition that my 
juties require me to attend many meetings outside of Washington in 
which the subject of these controversial measures has been discussed. 
I engage in a great deal of activity of that sort. I have just returned 
from one such meeting in the last day or two, the United States Cham- 
ber of Commerce policy committee, which is considering matters which 
are the subject of legislation. We weren’t considering legislation, but 
general policies affecting transportation. 

Mr. Fay. Which could well become legislation if a bill encom- 
passing that particular subject matter were introduced next January ¢ 

Mr. Pinkney. And some of the matters under discussion have been 
the subject of bills pending in Congress, some of them for many, matcy 
years. 

Mr. Fay. That is one point I did overlook. While you were men- 
tioning the number of Senators you contacted you said your contacts 
were much greater in the House because legislation originated there. 
How many Congressmen would you and your associates have contacted 
on that? 

Mr. Prunxney. As a rough figure I would say that perhaps we had 
twice the number of contacts in the House that we had in the Senate. 
Most of the extensive hearings took place on the House side, both on 
the financial aspects of the bill and also its public works aspects. 

Mr. Fay. Primarily, as far as accomplishment is concerned, your 
association would attempt to deal with the membership of the com- 
mittee that originated or oversaw the handling of the legislation that 
you were interested in; is that fair? 

Mr. Prnxney. That is correct. All of this legislation that we were 
principally concerned with is highly technical in nature. The question 
of higlone taxes and the question of national transportation policy 
on this Cabinet committee matter are highly technical and practically 
all of our contacts, I would say 99 percent, almost, would have been 
with the members of the committee. 

Mr. Fay. If you could sell the members of the Ways and Means 
Committee on the side that you were proposing then you were accom- 
plishing the work for which your association hires you and your 
associates ? 

Mr. Pinxney. That is not quite true. I think we must go beyond 
that when legislation moves out onto the floor, of course. It becomes 
necessary then 

Mr. Fay. Since it is technical, if you have the whole Ways and 
Means Committee back of your thinking on the legislation the pros- 
pects of its going through the House of Representatives are enhanced 
a hundred fold ? 

Mr.’ Pryxney. That is correct. 

_ Mr. Fay. So by concentrating on the committee you are accomplish- 
ing your objective to the fullest degree that it can be done initially ¢ 

Mr. Prnxney. I think so, yes. 

Mr. Fay. There is one other exhibit here that I would like to have 
marked for the record, Mr. Chairman: Transport Topics. That is 
% Magazine or a paper which is published by your association? 
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Mr. Pinkney. Yes. 

Mr. Fay. It is a weekly. 

The Cuamman. It may be filed for reference and marked “Exhibit 
No. 39.” 

(Exhibit No. 39 will be found in the committee files.) 

Mr. Fay. You have a membership of about 20,000? 

Mr. AtHerton. I should like to comment on that. Transport Topics 
is a newspaper of general circulation within our industry. It does 
not go to members as an attribute of their membership. It is on a 
subscription basis. The current price is $7.50 a year. It has 20,000 
paid subscriptions. It is a newspaper on a subscription basis; it is 
not a house organ. 

Mr. Fay. As a newspaper, it is used to interest your members in 
legislation which is pending which would affect their interest ? 

Mr. Aruerton. Only on the editorial page. The news columns are 
purely objective news columns and are so maintained as a matter of 
policy. 

Mr. Fay. As far as your editorial program is concerned that would 
reflect the views of the federation ? 

Mr. Aruerton. Its editorial policy is to support the programs of 
the federation as established by the board of directors. 

Mr. Fay. You solicit your membership to back you up on it by per- 
sonal contacts or communications to their representatives / 

Mr. Aruerton. Rarely in Transport Topics, I think, will such a so- 
licitation occur. It may be in the form of advice, editorial advice, 
but rarely an out-and-out solicitation that you see your Congressman 
or that you do this or that or the other in this newspaper. 

Mr. Fay. Have you on occasion had the need to employ public re- 
lations counsel at all ? 

Mr. Arnerton. No, sir; we do not employ outside public relations 
counsel. 

Mr. Pinkney. We do have an outside advertising agency, but not 
as public relations counsel. 

Mr. Fay. What is your advertising budget per year? Do you have 
a proximation of it, Mr. Atherton ? 

Mr. Aruerron. It isn’t large. Our national institutional adver- 
tising will vary from $200,000 to $300,000 a year. 

Mr. Fay. Do you have a public relations department within the 
organization ? 

Mr. Aruerton. We do. 

Mr. Fay. What percentage of the budget would that be as far as the 
figure is concerned, round figures? 

Mr. AtHerton. It would be difficult for me to break down the 
public relations department’s budget. Perhaps I can give you an 
idea. This general activities fund that I mentioned includes our 
public relations department. The fund so named because that fund 
supports activities which are of a general nature in behalf of all types 
and classes of truck operators, which of course would include institu- 
tional advertising and general good will building activities. Per- 
haps I can give you a general idea. 

Reverting to an earlier question concerning our national advertis- 
ing, I have the 1954-55 budget before me. It was $120,000 for national 
magazine and radio advertising and $20,000 in farm papers. We had 
$80,000 State aid to promote State association advertising. That was 
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a program under which we on a 50-50 basis would support industry 
promotional advertisements financed by our State associations. We 
were trying to encourage them to engage in such advertising. 

\ssuming that to be public relations, you would have $120,000. 
Then quickly checking other items, I would lump it off as an informed 
guess that slightly more than half of our general activities fund 
budget is for public relations. 

Mr. Fay. About $500,000. 

With respect to campaign contributions you are a corporation and 
are barred by law from making any campaign contributions? 

Mr. Arnerton. That is right. 

Mr. Fay. Have you been solicited on any occasion ? 

Mr. ArHerton. Not tomy knowledge. 

Mr. Fay. You have not. 

Mr. Pinkney. Not to my knowledge. 

Mr. Fay. Have you ever been requested to participate in political 
dinners at all? 

Mr. ArHerron. Not to my knowledge. 

Mr. Poykney. When you were asking those questions when the 
preceding witnesses were before you I was trying to think back on it. 
[ personally have received invitations, I suspect, in the past 4 years to 
half a dozen such dinners. I suspect that Mr. Lawrence has likewise. 

The Cuamman. You are speaking of political dinners now? 

Mr. Prnxney. I beg your pardon, sir / 

The CHarrman. You are speaking of political dinners, fund-raising 
(dinners for campaign purposes / 

Mr. Pinkney. Yes, sir. 

The CHarrmMan. All right. 

Mr. ArHerton. If you will permit me, my recollection of our ac- 
tivities—and Mr. Pinkney can check me on this—is that I have no 
recollection of our having actually purchased tickets to any such affair. 
J could stand corrected. It might have happened, but I have no rec- 
ollection of it. It is my business to know where our money goes. 

The Cruarmman. The Chair would suggest to you that you ascertain 
definitely and if your present statement is incorrect you so advise the 
Chair by letter and the letter will be inserted in the record at this 
point, if received. 

Mr. ArHerton. I will be happy to. 

_Mr. Fay. Mr. Pinkney, have you had occasion personally to be so- 
licited and to respond, as an individual rather than an officer or general 
counsel of your association ¢ 

Mr. Pinxney. I question the use of the word “solicited.” I have re- 
ceived on half a dozen occasions invitations to attend dinners. I have 
not responded to any of them. 

Mr. Fay. As far as pressure is concerned, has there been any evi- 
dence of pressure ? 

Mr. Pinxney. There has been no pressure whatsoever. These let- 
ters appear to be form letters, routine type invitations which I suspect 
are sent out to large numbers of persons. 


?By subsequent correspondence the committee received the following advice from the 
American Trucking Associations, Inc. : ° 

We have looked into this matter further by examining our records, and we can find 
no instance where ATA funds have been used to purchase tickets to fund-raising dinners.” 
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I have had no personal contacts made on me or anything of that 
sort. 

The CuatrmMan. You do not resent it, do you ? 

Mr. Prnxney. No, sir. 

The Cuatrman. There is no reason why the American people can't 
solicit each other or invite each other to attend a political rally or a 
political dinner or any other occasion, is there ¢ 

Mr. Pinkney. None whatsoever, and I have attended some. 

The Cuarrman. You probably will attend some more? 

Mr. Prnxney. That is right, sir. 

The Cratrman. Proceed. 

Mr. Fay. Then with respect to the Lobbying Act have you any spe- 
cific instances where the Lobbying Act has worked a hardship or has 
been an obstacle to your efforts to carry out the objectives of your 
association ? 

Mr. Prnxney. In the interest of saving time I can say that I would 
subscribe generally to what Mr. Prince said a few minutes ago with 
respect to the difficulties we are all having with this particular bill. 
Like Mr. Prince, I have no specific language to suggest, but I would 
like to point to two weaknesses that seem to me to be particularly bad. 
The first is that there is no place where information can be secured 
as to what this law means. I don’t mean to set up another bureau 
or anything, but it has been impossible for us to find any place to turn 
to get advice as to whether we should or should not include some given 
fund. We found ourselves in the same position that apparently the 
Association of American Railroads did, of having to lean over back- 
ward and put into our reports expenditures that in my judgment as 
a lawyer were not encompassed by that law. 

I should like also to commend to the staff’s attention the thing 
which probably has been most useful to me and I think might be the 
basis for some revision, and that is the dissenting opinion in the Har- 
riss case when the lobby bill was tested in the Supreme Court. I don’t 
usually cite dissenting opinions, but in this one the dissenting Jus- 
tices point out that although the law appears to prohibit five dif- 
ferent classes of activities, the Supreme Court has “amended out” 
three of them. 

That might form some basis for standards, judging that standards 
might be advisable. 

One very minor suggestion I might make that we have found a 
hardship which has led us into, I presume, a technical violation, arises 
from the fact that the reports are due within 10 days after the close 
of each quarter. It is almost impossible for an association, at least 
our organization, to get the facts and figures together within that 
period. So quite frequently I have brought out ATA report and 
individual reports in some days late. I think that is a minor point, 
but it has been a troublesome one. 

The main problem is the vagueness of the statute. 

The CuHarrman. Would 30 days give you plenty of time? 

Mr. Prnxney. I believe it would, sir. 

The Cuamrman. Any further questions? 

Mr. Fay. That is all, Mr. Chairman. 

The Cuarrman, All right. Thank you very much gentlemen. 

The Chair wishes to make this announcement: This series of hear- 
ings may continue this afternoon and further hearings at this time 
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mav be deferred. The Chair cannot make a final announcement about 
it until members of the committee hold a conference regarding some 
problems that confront the committee this time. If we do resume 
this afternoon, we will resume at 3 o’clock. Therefore, the committee 
will stand in recess until that time, subject to call by the Chair at 
that time. If we do not call the committee back at 3 o'clock this 
afternoon, then the committee will stand adjourned until such time 
as the Chair calls the committee together. 

(Whereupon, at 12:35 p. m., the committee was recessed subject 
to call.) 


AFTERNOON SESSION 


The CHarrMan. The committee will come to order. 

The next witnesses are Mr. Clyde T. Ellis, Mr. William S. Roberts, 
and Dr. Clay Cochran. Will you gentlemen come around, please. 

Will each of you be sworn, please. You and each of you a sol- 
emnly swear that the evidence you shall give before this Senate special 
committee will be the truth, the whole truth, and nothing but the 
truth, so held you God ? 

Mr. Ennis. I do. 

Mr. Roperts. I do. 

Dr. Cocuran. I do. 


TESTIMONY OF WILLIAM S. ROBERTS, DIRECTOR, PUBLICATIONS, 
AND MEMBER, EDUCATION DEPARTMENT; CLYDE T. ELLIS, GEN- 
ERAL MANAGER; AND DR. CLAY L. COCHRAN, DIRECTOR, LEGIS- 


LATIVE RESEARCH AND MANAGEMENT DEPARTMENT, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


The CHarrMan. Be seated. 

Will each of you state your name, your place of residence, and your 
business or occupation for the record ¢ 

Mr. Exxis. My name is Clyde T. Ellis; residence, Chevy Chase, 
Md. The place of occupation is 1303 New Hampshire Avenue NW.., 
Washington, D. C. I am general manager of the National Rural 
Electric Cooperative Association. 

Mr. Roperts. My name is William S. Roberts, place of residence is 
Alexandria, Va. Place of employment, 1303 New Hampshire Avenue 
NW. I am director of publications and member education depart- 
ment for the National Rural Electric Cooperative Association. 

Dr. Cocuran. Clay L. Cochran, Alexandria, Va. 1303 New Hamp- 
shire is the office address. Director of the department of legislative, 
research and management, NRECA. 

The Cuarrman. All right, Mr. Ellis, I believe you have a statement 
which you wish to present. 

Mr. Exuis. I do, sir. 

The CHatrman. The Chair will make this observation regarding 
the statement. I believe this new statement you just submitted at noon 
I have not checked as against the first statement originally submitted. 
here are probably some changes in it. I read over this new state- 
ment hurriedly after we recessed at 1 o’clock, and I find in it some 
things that are questionable as to whether they are really pertinent to 
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the subject of the investigation which this committee is charged with, 
but I am going to rule that the statement may be read in full subject 
to interruptions to question you at particular points. I think each 
member of the committee can make his own ecbnation as to whether 
some part of it is not responsive to the duty which the committee is 
charged with. 

I don’t like to deny any one his privilege to discuss freely the sub- 
ject before the committee. In two or three instances in the past the 
Chair has excluded parts of statements because they undertook to and 
did discuss and go into the merits of arguments for or against a partie- 
ular bill which this committee is not interested in in the course of 
trying to perform its duty here. 

All right, Mr. Ellis, you may proceed. 

Mr. Exits. I thank the chairman. 

As you know, Mr. Roberts, Mr. Cochran and I were subpenaed 
before the committee. I have asked to come along with us some of 
our staff who were not subpenaed. I believe they are all in the room 
now except one that I have listed in the statement, and they are our 
assistant general manager, Joe Jenness; the director of our retirement, 
safety and insurance department, Donald H. Dunham; our legislative 
representative, Richard A. Dell; our agricultural engineer, Lowell 
Endahl; our electrical engineer, Charles A. Robinson; our research 
assistant, Pan] Nelson; and our general accountant, Robert Tiley. 

Robert Kabat, who conducts our management institute program 
throughout the country, had to leave for meetings in the West. Sev- 
eral of these people contributed to parts of the formal statement 
which I shall present, and in case you desire further details or further 
supporting facts, I trust you will permit me to call on them as neces- 
sary. 

The Cuarrman. The Chair may state that he will observe that there 
are others present representing the association, and if the witness 
desires to ask any of them any questions or if any member of the com- 
mittee desires to ask them questions, they will be sworn at the time. 

I did not call them because I don’t know whether testimony from 
them will be needed or not. 

All right, vou may proceed. 

Mr. Exits. We are glad to appear before your committee to make 
this general statement and to answer any questions the members may 
have regarding the operations of the National Rural Electric Co- 
operative Association. 

We have already supplied to the committee staff samples of the sev- 
eral kinds of documents issued by our association, and we shall be 
happy to furnish any other information or material you may desire 
in connection with this investigation. 

The National Rural Electric Cooperative Association was organized 
in 1942 by rural electric leaders from over the country who were faced 
with two basic problems: 

(1) Their inability to provide assistance to themselves which was 
not available from the Rural Electrification Administration or which 
was not available to them on an individual basis from any source at 
prices they could afford to pay—including, particularly at that time, 
their inability to secure insurance services at prices they could afford 
to pay. 
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(2) Propaganda attacks which had been launched against the rural 
electrification program by unfriendly i and which threatened 
to cripple or destroy REA and the systems w ile the program was still 
in swaddling clothes. 

Senator Gotpwatrer. Excuse me. I am a little perplexed here by 
the statement “their inability to procure insurance services at prices 
they could afford to pay.” What kind of insurance do you refer 
to’ 

Mr. Exats. The rural electrics are obliged of course to purchase pub 
lic liability imsurance. They must buy workmen’s compensation in- 
surance in most States. They must of course cover their properties 
against fire and other hazards as required by REA. In the early days 
the insurance companies charged them for public liability insurance 
double or substantially double what they were charging the com- 
mercial power companies. 

Senator GotpwaTer. I see. It is a rather broad statement. IL 
thought it might include life insurance and other insurance. 

Mr. Exuis. No. 

Senator Gotpwater. Thank you very much. 

Mr. Exxris. NRECA is a nonpartisan and nonprofit organization. 
It is presently composed of 931 member systems or organizations; it 
is their national service and trade association. It is controlled by a 43- 
man board of directors from 42 States and Alaska, elected each year 
by the member systems in each State. As the general manager, 1 am 
employed by the board to manage the affairs of the association. We 
have a staff of 48 people who all work in the Washington office at 1303 
New Hampshire Avenue NW., and 1246 20th Street NW. 

For the last full calendar year, our income from dues was $353,- 
836.23, and our income from all other sources, including management- 
institute fees, magazine advertismg and paid subscriptions, was 
$210,052.91. Our total gross income, gross receipts, was $563,889.14. 
The association ered administrative expenses in the amount of 
$52,419.76 for the retirement and security program—that is, a retire- 
ment program for the employees of the member systems. The retire- 
ment and security program reimbursed the association general funds 
in full for these expenses. 

(Senator Thye entered the hearing room.) 

Mr. Exxis. The total income figure mentioned above does not in- 
clude $2,564,222.73 collected from the member systems for various 
system employee retirement, and group life, accident, health and hos- 
pitalization benefits. 

The Cuarrman. Would you tell us where that money goes? 

Mr. Exuis. Yes. We collect it merely as a service to the systems, 
deducting an amount necessary to cover the expense of that and such 
servicing as is done in our office, pay it over as trustees of the funds to 
the Bankers Trust Co. of New York, where the investment funds are 
handled, to John Hancock Mutual Life Insurance Co. of Boston, which 
handles the life insurance part of the retirement program, to the Em- 
ployers Mutual Cos. of Wausau, Wis., which handle the group hos- 
pitalization program, and there are some other few companies that 


handle boiler insurance and various other insurances that we must 
have. 
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The Cuarrman. In other words, these funds really are not a part 
of your association’s revenues ¢ 

Mr. Exuis. No. 

The CHarrman. You just act as intermediary trustee and collect 
them and disburse them ? 

Mr. Exits. That is correct. 

Senator Toyz. Mr. Chairman, I would like to ask a question. 

The Cuarrman. I wanted to get that clear. In other words, your 
group gets no profit out of it whatsoever? It is just a service you 
render ¢ 

Mr. Exuts. That is right. We are reimbursed out of it only for 
the exact services rendered. 

Senator Ture. Mr. Ellis, if the association existing in Brown 
County, Wis., wanted to obtain boiler insurance, would they come to 
your association and have you transact the insurance for them, or how 
1s that handled ? 

Mr. Ex.is. All of these programs are on a voluntary basis, and 
while far more than half of the systems are participating in one or 
more of these various programs, they may come to the association or 
they may go direct to some insurance company. 

Senator Ture. Is it not mandatory that they come through your 
association? Could the management of Brown County Association 
go to any source and obtain their insurance and transact the entire 
coverage without ever contacting your association ? 

Mr. Exuis. That is true. 

Senator Ture. Have you field men who travel about the Nation 
calling on the various associations to make inquiries as to whether you 
could lend them some assistance in obtaining the insurance of that 
nature ? 

Mr. Exuis. No, we have not. We do have 1 or 2 men in the office 
who attend meetings in the States or regional meetings or who may go 
to individual systems on call, but they do not travel generally and they 
are not field men. 

Senator Ture. In other words, it is a service which the association 
will render to assist a member or affiliated local association if they 
request that you assist them in obtaining the necessary insurance to 
cover their plants? 

Mr. Exuis. That is true. Because of these pooling plans we have 
been able to pull costs down and others have tended to meet these 
costs. 

Senator Ture. There is no other benefit except as you may enter 
into a group transaction? You have none of that insurance to offer 
assuch? It is just a service that you render ? 

Mr. Extas. That is true. 

Senator Ture. That is all, Mr. Chairman. 

The Cuatrman. All right. 

Mr. Ex.is. You will understand that these are book figures that I 
have given you concerning the association’s receipts and are subject 
to error, but they are approximately correct according to my informa- 
tion and belief. 

The policies of our association are fixed at annual meetings by dele- 
gates from the local member systems and by the national board in the 
form of resolutions and motions. In both instances, the delegates 
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and the members of the national board are chosen by the member 
systems. 

“Each fall, managers, directors, and key employees of our member 
systems assemble in 10 separate regional workshop meetings through- 
out the country, where they hear the reports of the staff, conduct edu- 
cational seminars and pass resolutions recommending policy. Each 
winter our member systems hold a national annual meeting. The 
average attendance in recent years has been in the ee of 
5,000. At the annual meetings, we discuss our various problems, new 
ideas for improving rural electric service, et cetera, and pass resolu- 
tions fixing broad policy. The board of directors and/or the 10-man 
executive committee elected by regions from the board meet 3 or 4 
times a year to implement policy, review operations, and establish 
further policy as needed. 

Since all our members are either cooperatives or local public power 
districts, our organization is controlled locally and nationally by the 
member-consumers. The only restriction on NRECA membership 
is that the applicant be a cooperative or nonprofit electric corporation, 
public-utility district, or other association of nonprofit pee 
engaged in the distribution or generation and transmission of electric 
power—that language is substantially as is in article 1, section 1, of 
our bylaws—or associations of such systems. Approximately 91 per- 
cent of all the rural electric systems in the country are members of the 
National Rural Electric Cooperative Association. 

From the beginning, the rural electric systems have attempted to 
perform, through their national organization, those functions which 
the individual systems could not perform for themselves, including 
such things as our program of bargaining with insurance companies 
for adequate insurance at the lowest possible costs, conducting manage- 
ment training institutes, and our program of gathering, studying, 
and disseminating information and ideas on power use promotion and 
job training and safety, thereby providing a national clearing house 
for the member systems. 

But the areas of our activities in which this committee in interested, 
as I understand your purpose, are those which are designed to, or 
which in fact do, have a bearing upon elections and legislation and 
administrative activities of the Federal Government. 

As in any organization educational, informational, and legislative 
activities may be considered as parts of a whole. One function cannot 
logically or rationally be separated from another. This is particularly 
true of a cooperative organization—an organization whose policies 
are fixed and whose activities are controlled by the people served. 

In the areas of education and information, insofar as they pertain to 
legislation, our practice has been to do the best possible job within 
the confines of our limited resources. An indication of the means em- 
ployed in this field includes: 

1. Encouraging the distribution of books and pamphlets on the pro- 
gram, such as: 

Marquis Childs, The Farmer Takes a Hand, Doubleday-Doran. 
The story of the rural electrification program by an internationally 
famous journalist and writer. 

Ron Ross and Clay Cochran, The Case for Competition in Electric 
Power, Public Affairs Pamphlets, Inc. An effort by two writers to 
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bring into focus the key roles played by private power companies, 
Federal power projects and policies, local publicly owned power sys- 
tems, and cooperatives in the electric industry. 

2. Providing a flow of informational material at the national level 
directly to the managers and directors of our member systems, such as: 

Rural Electrification Magazine, a monthly publication devoted to 
various types of information of current interest and assistance to 
member systems, including legislative and management matters. 

Power Facts Handbook, a pamphlet published first in 1956, designed 
to place pertinent facts on the total electric industry in the aan of 
our system managers. 

Legislative reports in the form of occasional memoranda to manag- 
ers, and/or directors of member systems giving the latest information 
on legislation, pending or passed by Congress. These reports some- 
times invite action; sometimes they are informational only. 

Regional meeting reports by the officers, directors, general manager, 
and directors of our three operating departments, which are sent to 
all member system directors, managers, and attorneys. 

National annual meeting speeches by the president and general 
manager and others which are sent to all directors, managers, and 
attorneys, or member systems. 

The CHarmman. May I interrupt. Under the title “Legislative 
Reports,” the closing sentence: 


These reports sometimes invite action ; sometimes they are informational only. 


What do you mean by “invite action”? Are you referring there 
to political action or to some administrative action on the part of 
the group? 

Mr. Exxis. They sometimes invite letters, telegrams, perhaps, to 
Members of Congress in line with policy fixed by the members or board. 

The CHarrman. I wanted to know if that was included in the 
action referred to. All right. 

Mr. Exuis. 3. Providing news and feature services to State news- 
papers, local system newsletters, key employees in the technical fields, 
and so forth, including: 

Weekly Statewide News Service, which goes to all State associa- 
tions. This is primarily an up-to-the-minute report on current de- 
velopments affecting the program. 

Washington Report, a monthly column written by our Rural Elec- 
trification magazine editor, William S. Roberts, on current trends and 
outloooks on the national scene and which is printed in most of the 
State papers, I believe. 

The Monthly Information Bulletin, which contains data for use of 
local systems. The bulletins are technical in nature, but also contain 
information on legislation. 

Mats for use in local newsletter and newspaper advertising. 

4. Providing information and opinions to the general public in 
the form of occasional news releases to the general press, commenting 
on current developments. 

Although these lists are not all-inclusive, they do provide a good 
summary of the type of activities we carry on in the information field 
relating to legislation. 

It is difficult, in a small organization where the ordinary staff 
member has a multiplicity of duties, to isolate the number of people 
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envaged in work which indirectly relates to legislation. We operate 
principally through three departments: _ 

’ (1) Our publications and member education department has a total 
staff of 11 people who carry on news gathering and writing for the 
magazine. prepare the other releases to the systems, design and edit 
‘ll our publieations, sell advertising and booth space for our annual 
neetings, carry on a power use program, and perform many other 
‘urnalistic duties. Since most of these activities cover a wide field— 
mcluding Many areas not even remotely legislative—a precise break- 
lown is impossible. None of the members of this department, how- 
ever, engage in lobbying in the commonly accepted meaning of the 
term. Also, as you know, lobby registration laws have recognized the 
special status of publications and news services in the interests of not 
interfering with freedom of the press, since almost all publications— 
publie or private—at most times express editorial opimion fixed by 
ihe owner or proprietor. 

(2) Our retirement, safety, and insurance department, with a staff 
of 11, is wholly devoted, except in 2 minor instances, to promoting and 
servicing the system retirement, group life, accident, sickness, and 
hospitalization insurance, and on-the-job training and safety pro- 
grams. Its director, Donald H. Dunham, does take a legislative in- 
terest in the appropriation of funds under the George- Barden Act and 
the Smith-Hughes Act from which our member systems get assistance 
on job training and safety, and he has participated in discussions on 
the insurance problems related to the atomic energy program as they 
affect our members. 

(3) Whatever legislative work is done by the association is done 
principally by part of our legislation, research, and management de- 
partment staff and by the assistant general manager and myself. 

However, very little of the total time of the general manager and 
assistant general manager is devoted to legislative activity, for the 
simple reason that we have too many other things to do. We have 
estimated that 1 spend about 5 percent of my time on direct contact 
with the Congress, principally in appearances before congressional 
committees. The assistant general manager spends little, if any, more 
of his time in such activity. 

The legislation, research, and management department has a total 
staff of 10 people, including 5 secretaries. The staff of this depart- 
ment carries on the research work on economics, legislation, manage- 
ment, and related matters, much of which is channeled into our pub- 
lications. One employee of this department devotes virtually all of 
lis time to our management training institutes. Another employee 
spends a great deal of time on research on power supply and system 
communications (two-way radio) for our systems. Only one em- 
ployee has as his primary function research into pending bills, re- 
questing permission to be heard by congressional committees, and 
contacting Members of the Congress. Even he devotes only 30 percent, 
we estimate, of his time to direct contact with Members of the Congress. 
_ This isa very brief summary, but we are prepared to supplement this 
information as the committee desires. And I would like to turn now 
'o another phase of the lobbying problem about which we are deeply 
concerned. 

First with regard to the need for a thorough investigation. 

84131—57-10 
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We are very sympathetic toward the basic purposes of this com- 
mittee. No one in the country is more cognizant than are we of the 
importance of understanding the pattern of practices which influence 
elections, the passage or defeat of legislation, and which contribute 
to influencing of the executive departments and agencies. We know, 
because we are caught in vortex of the swirling forces in this field of 
activity; because the availability of loan i because the manner 
in which such loans can be made and are made, because the availability 
and competitive influence of Federal wholesale power—including not 
only the promotion of Federal resource development, but also the 
determination of rates, who has access to the power, the preference 
clause, and transmission lines—and because many other factors ab- 
solutely vital to the continuation and growth (mostly vertical growth) 
of our rural electric systems are affected. 

Indeed we know of no contribution which could be made to the 
soundness of our Government and the maintenance and strengthening 
of our democratic institutions that could be more important than the 
knowledge necessary to guide legislation in this area—the area of 
influencing and lobbying—and the exposure of improper influence. 

The terms “lobby,” “lobbying,” and “lobbyist” do not cover the field 
in the way in which understanding and law should govern it. The 
dictionary says that to lobby is “to address or solicit members of a 
legislative body in the lobby or elsewhere, as before a committee, with 
intent to influence legislation.” Or, “to urge or procure the passage 
of (a bill, measure, etc.) by lobbying; also, to influence or persuade 
(a legislator) by lobbying.” And the dictionary adds, significantly, 
“chiefly United States.” 

The Federal Regulation of Lobbying Act, or the Lobbying Act, 
defines “lobbying” as an attempt to secure the accomplishment of any 
of the following purposes : 

(a) The passage or defeat of any legislation by the Congress of the 
United States. 

(5) To influence, directly or indirectly, the passage or defeat of any 
legislation by the Congress of the United States (August 2, 1946, ch. 
753, title ITI, 60 Stat. 841). 

A recent Supreme Court case narrowed the definition— 
to lobbying in its commonly accepted sense, that is, to direct communication with 
Members of Congress on pending or proposed Federal legislation (United States 
Code, Annotated, 1955 Supplement. Case: U. 8. v. Harriss, 74 8. C. 808 or 347 
U. S. 612, 98 Lawyers Edition 989). 

The interest of this committee, however, should, I believe, and ap- 
parently does, run beyond any narrow definition of the term “lobby- 
ing.” It is our hope that your concept is as broad as that enunciated 
by Abraham Lincoln in one of the debates with Stephen Douglas, 
when he said: 


He who molds public sentiment goes deeper than he who enacts statutes or 
pronounces decisions. He makes statutes or decisions possible or impossible 


to execute. 

With this concept in mind, we hope this committee will attempt 
to ascertain the whole pattern of activity which determines the con- 
duct of the electric utility industry. e hope this, because (1) we 
are a part of that industry and our problems within it are many, be- 
cause (2) no industry in America is more vital to the national welfare 
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in terms of national security, levels of living, and the protection and 
advancement of the American idea of what constitutes the best of all 
possible worlds, and because (3) the pattern in this industry will 
be peculiarly area, since it is an industry in which competition 
n the normal “free competitive enterprise” sense does not exist be- 
cause most power companies are legalized monopolies, bulwarked 
in every direction by franchises, commissions, wa procedures, etc., 
to the extent that they have become and are in fact “cost-plus” in- 
dustries. They have the power to corrupt in excess of any other 
industry except communications, transportation, and others which 
are also legalized monopolies, more or less. In the face of a monop- 
oly, the public interest must be zealously protected. 

In outlining the pattern of “legislative influence” of the power in- 
dustry, we believe the committee will find it falls roughly into three 
categories: (1) the nonprofit or consumer-owned systems, including 
the rural electric cooperatives, public power (or utility) districts, 
municipality owned systems, State wholesale power agencies and the 
Federal wholesale power agencies; (2) generating plants owned by 
industries, which are not engaged in the retail distribution of elec- 
tricity; (3) the commercial, private utilities which make up about 80 
percent of the electric industry. 

We believe you will find that the nonprofit or consumer-owned 
electric systems and the industrial plants are the only genuine “com- 
petitive” influence in the industry; that they are a form of competi- 
tion deseribed by Prof. Horace Gray as “Institutional competition” ; 
and that they are what has also been described in the concept of the 
“vardstick,” that is, a demonstration to the public of what can be 
done in the electric industry under different systems of production, 
integration, and marketing of power. 

Since industrial electric plants do not retail power, they are a yard- 
stick, or competitive element, only to a limited (though important) 
extent. But the most effective competitive elements in this industry 
are the nonprofit public and cooperative systems. Here is the area in 
which the pattern of activity should be reevaled. 

Briefly, we would like to indicate some of the possibilities of in- 


vestigation in this area—as suggestions to further the work of the 
committee. 


THE PATTERN OF ACTIVITY IN THE AREA OF LEGISLATIVE INFLUENCE CAR- 
RIED ON BY THE PRIVATE POWER COMPANIES, THEIR INSTRUMENTALI- 
TIES, OWNERS AND BENEFICIARIES 


An investigation of private utility eee influence will indicate 


that their range is almost infinity, and very little of it is out in the 
open. The private utility monopoly can well be classified as “a large 
obscure mass that moves in the background”—affecting the whole 
range of political and economic activities in the Nation. Roughly, 
we might classify these strata or echelons as follows: 

I, Direct influence in the form of information, propaganda, and 
personal contacts by power company officials, employees, engineers, 
lawyers, and contractors. We include lawyers and contractors sep- 
arately because those exercising influence are frequently on retainers 
or working on a contractual basis, but without that connection being 
known to the public. 
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II. Direct influence through organizations organized and controlled 
by the power companies, including the following: 

A. National Association of Electric Companies—the primary reg- 
istered lobby of the privately owned power companies. 

B. Edison Electric Institute—ostensibly devoted primarily to re- 
search, but actually a more potent force in organization, propaganda. 
and strategy than NAEC. The history behind the formation of 
the Edison Electric Institute is a very interesting one. The institute 
is the direct heir of the National Electric Light Association, which was 
dissolved just before publication of the Federal Trade Commission 
report in 1934 on etlorts by associations and agencies of the elec- 
tric and gas utilities to influence public opinion. So rank was the 
odor of NELA that when the lid was lifted by the investigation of 
the FTC, the industry decided it must be replaced. 

In 1933 the Edison Electric Institute was formed. Its supporters 
are virtually the same corporations that had supported NELA. KEI 
announced, when it was formed, that it would not engage in propa- 
ganda activities, but would merely collect and publish statistics and 
other information about the industry. 

Yet we find, for example, shortly after its formation, that EEI 
had been an active and big spender in opposing the public utility hold- 
ing company bill. As was brought out in an investigation headed by 
the then Senator Hugo Black, Burnham Carter, and one of EEI’s 
emplovees connected also with the publicity firm of Ivy Lee & 
T. J. Ross, was paid $5,000 a month to bring to Washington certain 
friends of Congressmen who “turned on the heat” to defeat the 
bill. 

The Cyarrman. Mr. Ellis, how long ago was this incident to which 
you refer? 

Mr. Exits. The incident would have occurred during the passage of 
the holding company bill in 1934, I believe, or about that time, 1935. 

The CHarrman. It was passed in 1935. 

Mr. Extis. Yes. 

There can be little doubt that EEI functions as a powerful tool in 
the dissemination of power company views, and in the influencing of 
legislation. To classify the publications, workshops, and so forth, 
of EEI as being unbiased would be sheer folly and expensive naivete. 

C. Electric companies advertising program (known as ECAP)—the 
organization responsible for the fabulously expensive “brain washing” 
campaign (in such magazines as Saturday Evening Post, Collier’s, Har- 
pers, and others) with ads referring to “America’s Independent Tax- 
paying Electric Companies,” as well as television and radio programs 
sponsored in their name. It has been estimated that in 1953 they spent 
over $2 million collected from their member companies for these pur- 
poses. Until recently they were sponsoring a biweekly network tele- 
vision programs whose commercials violated the Columbia Broadcast- 
ing System’s policy against use of political propaganda and paid com- 
mercials, and was so held by Columbia to do so. 

The eminent television critic, John Crosby, said of that program : 


I don’t think You Are There is a proper forum for statements so highly charged 
with bias— 


and that any group which— 


wants to air its prejudices * * * should not be permitted to sneak in these ideas 
under the guise of commercial entertainment. 
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D. Public information program (popularly known as PIP)—an or- 
eanization devoted to distributing pamphlets and other propaganda 
materials for use in local communities and periodicals, PIP also de- 
velops radio and TV programs, and has helped write stories for Col- 
lier’s, Country Gentleman, and so forth; it conducts workshops at 
which the private power company point of view on national issues is 
developed and discussed by executives of these companies. They then 
can go back to their communities to conduct “educational” campaigns 
directed at their employees and the community. 

III. Direct influence through individuals and organizations whose 
earnings are in part directly tied to the private power companies by 
ownership or otherwise : 

A. Guarantee Trust Co. of New York, which, for some strange rea- 
son, runs ads attacking the Federal wholesale power program. 

Bb. The First Boston Corp., an investment house intimately con- 
nected with the private companies and rightly famous for its connec- 
tion with the Dixon- Yates affair. 

C. Miscellaneous banking, investment trust, and insurance companies 
who own utility securities, sell them to the public for profit, lave offi- 
cials serving as officers of the power companies and, in general, who 
look at the utility industry from the standpoint of coupon clippers 
rather than consumers interested in electric service and rates. 

As Senator Aiken has said: 

Almost every large investment bank in the United States has interlocking 
directorates with power companies. * * * Eastern financial interests are the real 
opposition to the development of low-cost power in America, particularly in the 
ortheast. 

Continuing, the Senator said: 


They— 


leaning the power interests— 


have sought to influence farm, labor, and civil organizations in their behalf. * * * 
They have told one side of the story—their own side—and they have collected the 
cost of this expensive campaign from the electric light and power users of the 


Nation. 

D. Ebasco, owned through the holding company, Electric Bond & 

Share, of New York. Ebasco purports to be nothing more than an 
engineering and management firm, but it relies Rosalie on the power 
companies for its income and in turn is a major source of Leakistine 
influence in the electric utility field. ( 
_E. Industrial News Review of Portland, Oreg. (by E. Hofer & 
Sons), which pours out a steady stream of propaganda briefs, canned 
editorials, and other materials to public periodicals, slanted against 
any competition in the electric industry. The Black investigations 
of the 1930’s showed that this organization, at that time, was simply 
a subsidized satellite of the power trust propaganda machine. 

F. Public Affairs magazine, of Minneapolis, which reprints anti- 
competitive propaganda in attractive pamphlet form for distribution 
in the community, an approach which largely conceals whatever con- 
hection the organization has with the power companies. 

_G. Bozell & Jacobs, the public relations firm, of Omaha, Nebr., and 
New York City, which is employed by both local companies and by 
their “Public Information Program,” earlier referred to, and which 
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we believe makes many untrue or misleading statements designed to 
influence legislation. 

H. N. W. Ayer & Son, of Philadelphia, which handles advertising 
for a number of companies, including the ECAP account earlier re- 
ferred to, and which we believe makes many untrue or misleading 
statements in its advertising. 

I. Stephen Fitzgerald & Co., of New York, which provides pub- 
lic relations services for the National Association of Electric Com- 
emer including preparing some of their slick propaganda pub- 

ications. They evidently receive high fees for this. For example, 
during the first quarter of 1954, NAEC paid them $18,661.89, according 
to the official lobbying report. 

IV. Indirect influence exercised by the power companies throug), 
contributions, membership fees and activities in large, powerful civic 
organizations, ete. Senator Aiken, in his statement previously cited 
herein, went on to say: 


The operating utilities and holding companies have organized this Nation down 
to the community level. They have their men in every congressional district- 
sometimes under one title and sometimes under another—but always serving 
the political interests of the utility companies. The political arm of the power 
companies is far better organized today than is either the Republican or Demo- 
cratic Party. In some spheres it is actually the dominant political influence. 

A. National Tax Equality Association, which peddles anticoopera- 
tive propaganda and to which the power companies are liberal con- 
tributors. It is now distributing a new film, called The Senator's 
Daughter, which I understand is a vicious piece of propaganda. 

B. National Associated Businessmen, which circulates anti-Federal- 
power propaganda. 

C. Public Information Committee of the cotton industries, unheard 
of, by me, at least, before the national political conventions, and with- 
out known affiliation to recognized trade organizations. 

D. Joint Committee on Taxation of the National Association of 
Ice Cream Manufacturers, and the Milk Industry Foundation, simi- 
larly apparently an election year creation with connections which 
have never been ascertained by us and whose activities may have 
been an important influence in the campaigns. . 

E. The United States Chamber of Commerce, which consistently 
champions the power company lines, and places power company 
officials in key positions of power and influence on its committees 
and programs. We believe it is strongly influenced by power com- 
pany contributions. The old House select committee report on 
lobbying activities, the Buchanan report of 1949-50, lists many, many 
contributions—— 

Senator Turn. Mr. Chairman, I wonder if we might try to get 
information at this point on D, where you cite the joint committee 
on taxation of the National Association of Ice Cream Manufacturers 
and the Milk Industry Foundation. 

Do you know the officers of these organizations? 

Mr. Exxis. No, sir; we do not. 

Senator Ture. Have you endeavored to ascertain who the officers 
are? 

Mr. Eustis. If it is agreeable with you, Senator, I would like Bill 
Roberts, sitting here by me, to answer you on that. He knows more 
about it than I do. 
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Senator Tuyr. The names are so similar to existing legitimate 
creamery or ice cream or farm organizations that I couldn’t dis- 
tinguish this particular listing from some that are in existence and 
have been for a great number of years. For that reason I was curi- 
ous to know who the officers are in order that I might try to identify 
the organizations. 

Mr. Roperts. We do not have that information, sir. We never 
heard of this joint committee until the Republican National Platform 
Committee hearings when a representative of this committee turned 
up without affiliation to the organizations which you probably rec- 
ognize to testify against cooperatives’ tax status. 

Senator Ture. I had never heard of them. The names are so similar 
to existing organizations that I was just trying to get the record 
straight as to who the officers were in order that we might have some 
identity of the associations that are here referred to. 

Mr. Roserts. We had not heard of them, either, Senator, before 
they appeared before the platform committees. 

Senator Ture. That is all, Mr. Chairman. 

Mr. Exxis. I meant to say, Senator Thye, that Mr. Roberts was 
there and heard them testify, and that was our first knowledge of 
them, I think. 

Senator Ture. Who was the gentleman testifying, Mr. Roberts? 

Mr. Roperrs. I could obtain that name for you, Senator. I don’t 
have it. 

Senator Ture. It doesn’t need to be for me, but the record should 
reflect it. 

The CHarrman. Will you submit the name and when it is sub- 
mitted Jet it be inserted in the record at this place, please. 

(The information supplied follows :) 


The facts we have been able to obtain, and the sources, are these: 

A. The CQ Fact Sheet on Co-op Taxes, dated October 5, 1956, on page 2 shows 
a Joint Committee on Taxation of the International Association of Ice Cream 
Manufacturers and the Milk Industry Foundation. CQ says the ranking officer 
is Vernon F. Hovey, former chairman of the board of General Ice Cream Corp., 
Schenectady, N. Y. The CQ further comments: “Hovey registered under the 
lobby law on January 6, 1956. Listing no employer, he said his interest was 
‘legislation to terminate unfair tax advantages of cooperative corporations in 
the dairy industry.’ 

“On February 3 the Cooperative League of the United States said that while 
there were cooperatives in the membership of the Milk Foundation, none was 
represented on the new joint committee and accused the foundation of ‘some 
bald-faced double dealing.’ ” 

Cooperative League has also told CQ, “to keep these co-ops as foundation 
members while trying to levy a penalty tax on their operations Hovey has two 
mailing lists, one promising co-op members no attack will be made against 
cooperatives, the other telling foundation members to write their Congressman 
asking for ‘tax equality’ legislation.” 

B. On the tentative schedule of witnesses who appeared before the Taxation 
and Fiscal Policy Subcommittee of the Republican Platform Committee on August 
16 was Robert H. North, noted as secretary of the Joint Committee on Taxation 
of the National Association of Ice Cream Manufacturers and the Milk Industry 
Foundation. 

Also on this schedule was Leonard J. Calhoun, Public Information Committee 
for the cotton industries. He was asked by a member of the subcommittee if 
his group was connected with the Cotton Council. His response was to the effect. 
that there is an overlapping of members but no direct connection. 
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Senator GoLtpwarTer. As a matter of information, do you recall 
whether they were objecting to the marketing cooperative or the sales 
cooperative ¢ 

Mr. Roserts. My recollection is that they were objecting to the 
marketing cooperatives, sir. 

Senator GoLpwater. That, then, would cover your group. 

Mr. Eis. Yes. 

Mr. Roperrs. Yes, Senator. 

Mr. Exxis. F. The Council of State Chambers of Commerce, which 
has been very active in the Hells Canyon fight and which presumably 
draws liberally on the support of power-company funds and officials, 
directly or indirectly. 

G. Local and regional chambers of commerce in which power-com- 
pany officials, stockholders, attorneys, and engineers are often leading 
figures and to which substantial contributions are made. 4 

H. Community service groups, such as the Arkansas Economic 
Council, in which the Arkansas Power & Light Co. is active and 
influential. 

The CHatrman. Mr. Ellis, let me ask you at this point regarding 
these. Are you proposing that membership be denied them? What 
action do you think this committee can take with respect to their 
joining chambers of commerce and forming economic councils or any 
civic organization? That is what struck me about it. I don’t know 
what this committee can do in a free country about people joining 
legitimate organizations. 

Mr. Exxis. No, Senator, I certainly would not want to suggest that 
they not be permitted to. I just think that here we have a great power 
industry, the fastest growing major industry in the United States 
by far, doubling its whole usage and sales every 714 to 10 years, one 
of the most powerful of all organizations, and a monopoly, pouring 
funds into these channels for the purpose of buying public opinion, 
and that the committee’s investigation could do well, I think, to reveal, 
if it can determine what the facts are, the extent to which this is hap- 
pening because we could destroy all lobbying as such in the narrow 
sense and yet groups like this could prevail by being able to influence 
the climate of opinion in this country. 

The Cuarrman. Let’s analyze that a moment. If they as free citi- 
zens want to organize in a chamber of commerce or under some other 
name for the purpose of influencing public opinion, can they be denied 
that right? 

Assume we find out that they have joined for that purpose, that 
they want to have an impact on the community, what can the Congress 
do about it? 

Mr. Exuis. This, I think, Senator: No segment of the free-enterprise 
system should be prevented from having complete freedom of speech 
and freedom to spend as it likes, but, as you know, the legislatures, 
the Congress, and the courts have said over and over again that the 
so-called natural monopolies are not a part of the free-enterprise sys- 
tem, that they are legalized monopolies, and it is my belief that if 
we are to have these legalized monopolies growing like weeds in our 
economy they must somehow be restrained from charging the very 
people whom they propagandize with the cost of that propaganda. 

The Cuatrman. Tell us how the Congress should go about restrain- 
ing them from doing that. 
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Mr. Exxis. One way would be to prohibit them from deducting 
the propaganda advertising and propaganda activities from their net 
incomes before taxes as expense. 

The Cuamman. Do you think they should be prohibited and an 
organization like yours should be permitted to do it ¢ 

Mr. Exuis. I think, sir, that any public utility which is not a part 
of the free-enterprise system and which is a legalized monopoly in 
the community, should not be permitted, as an expense chargeable 
to the people who can’t help it, to run hog-wild in the economy, unlim- 
ited, with such expenditures. I think there must be restraints put 
upon them or some day it will be too late. 

The Cuarrman. That restraint could not be put on necessarily in 
the character of legislation which this committee could consider. 
Wouldn’t that come under the Ways and Means Committee and the 
Finance Committee as to what should be a tax deduction and what 
should not, primarily? 

Mr. Exits. Perhaps; in terms of tax matters it would have to come 
from the House and would have to come through that committee, 
but if this committee should reveal the facts that committee then 
would have something on which to base its studies of such tax measures. 

The Carman. I can appreciate that this committee has jurisdic- 
tion, I think, to look into any kind of expenditures that may be calcu- 
lated to influence Members of the Senate or candidates for the Senate, 
but I am sure this committee cannot broaden its powers or undertake 
the task of developing all the facts and information necessary for all 
other congressional committees to legislate. 

Mr. Exuis. Senator, if I may, let me read you something here that 
I think gets at the heart of it. 

The Cuarrman. I am asking for information here. I think there 
are a lot of abuses and I am trying to find someway to stop it. But 
I don’t know how we can preclude any organization, a utility, from 
joining a chamber of commerce. I don’t know whether such a law 
could be constitutional saying they could not join. They are just 
one member and if the chamber of commerce advertises and does 
other things, I don’t know how we could prevent it. 

Mr. Extis. I wouldn’t prevent it, sir. I would reveal the facts, 
and then I would seek to prevent them from unlimited propaganda 
advertising to control the climate of opinion and charging that back 
to the rate payers in a monopoly situation. 

_The Carman. I think that would come about not in a considera- 
tion of political activities. I think actually it would come under the 
jurisdiction of the Ways and Means Committee and the Finance Com- 
mittee to saying what percent of revenues, or using some other yard- 
stick or limitation, they can expend for advertising purposes and for 
the joining of organizations, and so forth. 

Mr. Exxis. I am convinced, Mr. Chairman, that the narrow con- 
cept of lobbying as laid down by the Supreme Court in its inter- 
pretation of existing law is but a small part of the broad phase of 
lobbying. I am convinced that long-range programs to influence 
public opinion are much more effective as lobbying procedures. 

The CHatrman. I wish to say I agree with you a thousand percent. 
The educational programs, ete., which arouse the interest of the peo- 
ple and inform them, as the case may be, are far more effective as far 
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as influencing legislation than having a paid man up here on the Hil! 
trying to contact Senators and Congressmen. 

Mr. Exuis. Right, sir. 

The CuarrMan. Because they do not influence me very much. 

Mr. Exxts. Here is one of the most revealing things which has come 
to our attention in that line. This is a brochure put out by the Satur- 
day Evening Post. Inside the cover sheet is an editorial. I would 
regard it so. Most of the booklet—it has 130 pages or more—is com- 
posed of reproductions of the ads which “America’s business managed 
taxpaying electric light and power companies” have run in the Post 
and other publications. Here is one, for instance, showing a map 
of the United States, with a large heading: “A Socialistic United 
States?” and so forth. 

This is a brochure put out to their advertisers, to use in soliciting 
advertising. That is my understanding of it. Here is what the Post 
brochure says: 

Twelve years ago the Saturday Evening Post carried a full-page advertisement 
signed by 50 local electric companies all producing power for America under 
American business management. This was the beginning of BCAP (electric 
companies advertising program). By the end of 1952 the Post had carried 12s 
ECAP advertisements, more than any other major publication. They are re- 
printed here to show how one industry, advertising its cause consistently and 
persistently, has been able to help shift the great weight of public opinion. The 
ECAP campaign continues. Watch for it in the Post. ECAP advertising is 
designed to win public support for the business-managed electric light and power 
eompanies. Most people 12 years ago favored Federal public power. Today the 
balance has swung in favor of the electric power companies. In the August 
1950, issue the Post warned editorially “We can’t salvage free enterprise without 
a battle.’ The advertisements which follow have been used in the battle— 


this is the significant statement— 
along with the editorial comment to help turn the tide of public opinion. 


The CHarrman. Under the Constitution we can’t prohibit people 
from petitioning their Congress. We can’t do that. I don’t know 
how we can prohibit them from trying to influence public opinion. 

Mr. Extis. I would require them to show their expenditure for 
these propaganda ads if they are public monopolies. 

The CHarrman. You call it propaganda ads. If public opinion 
was running against them so that they were liable to be put out of 
business, can we then say they should be prohibited from trying to 
advertise and turn the tide of public opinion so they might survive! 

Mr. Euxts. No, sir; but I would prohibit them from charging it as 
an expense of operation to the rate payers. 

The Carman. You would prohibit them from charging it to the 
rate payers. Who would they charge it to if they had to do that to 
survive ? 

Mr. Exxis. Let the owners pay it themselves out of profits after 
taxes if they do it. 

The CHarrman. In business isn’t all advertising charged to the 
consumer? Ultimately doesn’t he pay for it ? 

Mr. Exuis. Oh, yes, but there is competition to help hold most busi- 
ness in line. Here there is no competition, you see, with the power 
companies. 

The CHarrman. So you would not permit them to spend money to 
advertise to gain favorable public opinion so they could survive! 
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Mr. Exuis. Excuse me. I didn’t mean to say that. I wouldn't 
permit them to charge it as an expense to the rate payers and make 
them pay it. They have no choice, no alternative. 

The CHarrmMan. I see. Go ahead. 

Senator GoLDwaTER. Would you then suggest the same prohibition 
on railroads, airlines, steamship companies, any other corporation that 
operates, as you say, as a legalized monopoly ? 

Mr. Exaas. If it isa legalized monoply I would; yes, sir. 

Senator GotpwaTer. You would prohibit all of them? 

Mr. Exuis. I don’t like to use the word “prohibit.” I would just 
prohibit them from charging it as an expense to the people who have 
no alternative but to pay it, because they are seeinupiiien I wouldn't 
prohibit them from saying anything they want to say that it true, 
from running the ads if they want to. As you know there are three 
recognized forms of advertising. One is the merchandising advertis- 
ing. ‘That is what most of it is. Secondly, the good will or institu- 
tional advertising. Thirdly, the propaganda advertising. There isa 
little of that. The power companies are the principal ones who do it. 
This ad that I cited here is an example, and a great many of these ads 
that are reprinted here by the Post are propaganda ads. In fact, that 
isthe Post’s whole point, that they have shifted public opinion by the 
use of these propaganda ads. 

Senator Gotpwater. That is what advertising is for, of course. Do 
you have any idea through your research department how much the 
utility industry has spent on this propaganda over the years! Let 
us say last year, 1 year, or any year you want to select. 

Mr. Eustis. No, sir. We have seen figures from time to time, but 
we have made no study of it. 

Bill Roberts, though, could answer that better than I. I would like 
to pitch the ball to him. 

Mr. Ropertrs. I have seen estimates for the year 1953 of $2 million 
for national advertising, but that was just national. The same year 
the estimate was 19 to 20 million dollars overall. In other words, the 
local companies in the aggregate would do more advertising on a State 
or local basis than is done nationally. 

Senator Gotpwater. What is the total volume of these private 
utility companies in America, in dollars and cents / 

Mr. Exxis. Can you answer that ? 

Do you mean, Senator, in terms of advertising—— 

Senator Gotpwater. No; the volume, the amount of money, the 
gTOss, 

Dr. Cocuran. My impression is around $5 billion, but I would have 
to check the figures to make sure of it. In 1954 gross operating reve- 
hues were $6.5 billion. 

_ Senator Gotpwater. If they were following good advertising prac- 
tices they would be spending in the neighborhood of $150 million a 
vear. 

_ Mr. Roserts. Wouldn’t that be on merchandising, on sales advertis- 
ing, sir, rather than political ? 

Senator Gotpwater. On public relations they would. be spending 
about $5 million a year. I said this morning I don’t think American 
business does enough of it. I will recognize that the power companies 
do a lot of it, but I don’t think that they are out of bounds from the 
standpoint of their volume. We have had companies in here, big oil 
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companies and, if I reeall correctly, the smallest one was around 
billion dollars, and the largest one was about a billion and a half. | 
think the biggest amount that any of them spent on this type of 
advertising was some $75,000 a year, which is ridiculous. 

Mr. Exuis. I believe you would agree that a monopoly, a so-called 
natural monopoly which does not have to fight for territory and whose 
customers have no alternative but to trade with it, is not in quite the 
same position fighting for its share of the business as the competitive 
enterprise in our system. Therefore it should not have to do as much 
advertising. 

Senator Gotpwater. I think I would agree with part of that. If 
there are abuses in that field you can lay it to the door of the State 
agencies which regulate these utilities. If they allow the utility to 
make such a profit on their rates that they can afford a luxurious pro- 
gram, then I think you should get at the State agency rather than 
getting at them through Federal law. I don’t know much about the 
profits of utility companies. I think they are probably adequate. 
But these things certainly could be argued before State controlling 
bodies which have all been assigned the job of regulating utilities. 

Mr. Ext1s. I hate to mention any personal conversations, but mem- 
bers of utility commissions have mid in my presence that their State 
laws, and they feel probably this always would be so, are wholly inade- 
quate to touch this sort of thing because it is done on a national basis, 
the companies are more and more controlled apparently out of the 
East, are not locally controlled. The controlling blocks of stock are 
owned more and more by eastern concerns. There just isn’t any way, 
apparently, for the State commissions to reach the expenditures to 
know what they really are, particularly if holding companies are 
involved. 

Senator Ture. If they are interstate do they not come under a Fed- 
eral agency then ? 

Mr. Exxts. To the extent, Senator Thye, that the Federal agency has 
authority over them, but the Federal agency has no control in this 
area, and the Federal agency has no control over rates, anyway, as | 
understand it, except wholesale rates on power moving in interstate 
commerce, and there isn’t much of that. 

Senator Ture. However, the State bodies have jurisdiction over 
power generated and sold and distributed within the area. 

Mr. Exxis. Right. 

Senator Ture. I think there is some merit to what you say but again 
in a free-enterprise system if we ever tried to destroy the ability to 
advertise and the ability to expand, I fear that the whole concept of 
free enterprise would disappear in the matter of a generation or two, 
and you and I don’t want that to happen. 

Mr. Extis. No, Senator. 

Senator Ture. I would say, however, that in the association which 
you represent you are affiliated with all the associations in the United 
States that wish to be a member of the REA national association. 
You have today an organization in every corner of the average State 
of the Union where you are competing in the distribution of the elec- 
tricity and in some areas competing in the generation of electricity 
with power companies. In the REA association you have a preference 
clause to all public power generated by any Federal-supported in- 
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stallation. We are battling and have been battling for several year- 
» get a transmission line to Randolph and Garrison Dam on the Mis- 
ouri to transmit electricity from that area into Minnesota, and we 
have been successful. We tap the source of all Federal-supported 
electricity on the Missouri River. We tap it and flow it into the mu- 
nicipalities and the REA’s that are preferred customers. So you have 
bsolutely preempted the current before it actually is generated, and 
then you have the area which your association was successful in de- 
veloping, which was directly in competition with private enterprise. 
Private enterprise was so very, very negligent at the time when they 
could well have developed it, but through their negligence and through 
their lack of necessity and their skimming the cream of areas of the 
community or the Nation the REA came into being. 

You are there and I will wager that you are as big a competitor to 
power companies today as in any field of enterprise that exists in the 
land. You are a big competitor and you don’t need to worry whether 
they are going to smother you. 

Mr. Exuis. Senator, I wish 

Senator Ture. Yon do not have to worry because you have a mo- 
nopoly on every public-generated kilowatt in the country to start with, 
and secondly, you have a sympathetic Congress which has aided you 
in the appropriations necessary to create every association that is 
economically feasible. 

Mr. Exxis. Senator, I wish I could agree with you. 

Senator Tuyse. I am a great advocate of REA, I am a user of REA, 
and I was one of the first men who joined to organize the REA asso- 
ciation in the community in which I reside when it came into being. 
Yet I must be frank and tell you that, with the provisions in the Fed- 
eral act which permits the REA to tap hydroelectric power the mo- 
ment a kilowatt is generated and with your preferred-customer status. 
[ think you have as good a monopoly in that field as private enterprise 
has. I am a sympathizer with the philosophy of the REA because 
the private utilities have been so negligent and have been so lacking 
in imagination when the field lay as fertile as the open prairies of the 
West or the forests of the country at the time when the REA was first 
being thought of and was finally introduced in a legislative enact- 
ment. 

There would have been no need of REA’s if the private utilities had 
had a little imagination back there in the late twenties. If they had 
had any imagination at all they could have taken the whole community 
in which I resided and had us subscribe because we begged them for 5 
or 10 years. We tried to buy Daleos and every other conceivable 
private plant but they were too expensive and too uncertain. We 
hegged the private utilities to build lines but you couldn’t get them to 
come to your door. Then when the REA came into being, of course, 
they were faced with competition which forced them to go to work. 

So I am in sympathy with what you say to a certain extent but I 
think you go too far afield when you ask us to chop off every penny 
that they might have with which to advertise, because I think you 
would destroy private enterprise completely. 

Mr. Exuts. Senator, give me just a minute to reply, if you will. I 


wish I could agree with all you say. Idoagree with part of what you 
Sav, 
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In the first place, let me repeat: I would not stop them from doing 
anything so far as expenditures are concerned. I would prohibit 
them from charging it off as expense before the income taxes. | 
would reveal what they do. I would make them reveal it just as they 
must reveal what they do in lobbying, because it is a part of the sane 
picture. I wish it were true that we had access to the Federal power, 
as you say, but it takes transmission lines, as you say, and it takes 
other things for us to get the power once it is developed. The power 
companies, the commercial companies, are buying more than twice as 
much Federal power today as the rural electric systems are. In many 
areas we can’t buy it because we can’t get the transmission lines or we 
can’t get the power wheeled by the commercial companies either be- 
cause they don’t have the lines or won’t do it. 

So far as our security is concerned, it just doesn’t exist In my opin- 
ion. Last Saturday our assistant general manager, who is here in the 
room, and I, stood at Guin, Ala., and watched over 1,200 people, mem- 
bers of Tombigbee Electric Cooperative, bestirred by the power com- 
panies into a frenzy of not knowmg what they wanted to do with their 
own system, to the point of voting whether they should instruct the 
board of directors not to take steps to sell it out to the Alabama Power 
Co. Some of those people evidently had been influenced by the power 
companies’ propaganda campaigns. 

About a week before that or a little more, our assistant general 
manager and I, at Cody, Wyo., watched our own people in that area, 
members of Shoshone Electric Co-op, trying to determine whether they 
were going to accept a power company bid to buy them out. Neither 
there nor in Alabama was the power company offering to pay them 
more than a pittance of the equity they venlly had in the system. That 
power company, the newly organized and merged Pacific Power & 
Light, which had absorbed the Mountain States Power Co. in that 
area, Was running advertisements in the Denver papers, 500 miles from 
Cody, and in other papers in that general area, propaganda ads bear- 
ing upon and urging the Shoshone sellout. 

I don’t think we are'secure at all, Senator Thye. I think the drive is 
on. If they can swing public opinion just a little more, the drive will 
be on even more to destroy rural electrics. 

Senator Ture. If the chairman will permit an interruption at this 
point, why were these local associations being put up for sale ? 

Mr. Extis. Because of the propaganda and pressure of the power 
companies. 

Senator Toye. They were free men and women. Either they knew 
that they would get electricity cheaper if they sold out and affiliated 
with another organization, or otherwise they would most certainly not 
have yielded to sell out. You and I would never sell out anything that 
you and I possessed if we knew that by the mere sale it was going to 
cost us more tomorrow. 

Mr. Exits. No, sir; not if they knew the facts, but by the time the 
power companies—— 

Senator Tyr. But let’s go back to the question, why were those 
associations being offered for sale? Were they cooperatives ? 

Mr. Enis. Yes, sir. 

Senator Ture. Organized under the Cooperative Act? 

Mr. Exuis. Yes, sir. 
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senator Toye. Were they delinquent in their payments to the REA¢ 

Mr. Extts. ‘They were not. 

Senator Ture. They were not delinquent ? 

Mr. Exxis. No, sir. 

senator Ture. Were their rates comparable to the rates which the 

public utilities were charging in the area? 
' Mr. Exits. No. The rates in one instance were a little higher and 
considerably higher on the minimum rate. That is the Alabama case. 
The rates in the Cody area were comparable, I would say. There was 
little difference. 

Senator Torr. But because the association was 8 or 9 years old their 
line was reaching a state where it was either incapable of carrying the 
load demand or otherwise the depreciation would apparently force 
new construction or expensive repair, and they sonia see a financial 
burden imposed upon them. You know—- 

Mr. Exuis. No; I don’t agree to that now. 

Senator Toye. You don’t agree? Were those factors existing! 

Mr. Exuis. No, sir. The systems were in good shape. They were 
delivering power efficiently. 

Senator ‘Ture. Did they have sufficient capacity to meet the load 
requirement ¢ 

Mr. Exxis. Yes. There is always a constant rebuilding job going 
on in the co-ops as in the private companies. Always low voltages are 
threatening or developing in spots, necessitating constant heavying-up 
programs. 

Senator Ture. I can’t visualize a successful cooperative offering 
their interests in this particular association to a private utility unless 
there was some factor that had been proven, that either their rates 
were higher than the utilities were charging or otherwise their man- 
agement questions were so difficult that the association members 
wanted to get out from under the responsibility of them, or the third 
question, that they were faced with a load factor or a repair bill that 
would throw them into a greater expense of operation or a rate factor 
and they could not see themselves continuing. 

Those are the three. Unless you have a positive answer on that I 
would say that the utilities held out a greater security and a cheaper 
rate and a more certain power, and that was why they were offering 
themselves for sale. 

Mr. Exxits. They didn’t vote to sell. The vote was pretty close in the 
Alabama case. Actually more voted to sell than voted against it in 
Cody, but under the law it takes two-thirds of the members to sell the 
property. But there is a fourth thing which you didn’t mention which 
is the sole reason in my opinion, and that is the drive of the power 
companies to buy them out, much of it concealed, much of it in the 
form of false propaganda advertising which is picked up of course by 
some of the local people and agitated. 

Those are not the only cases. There are others. There was another 
one in Washington State also last Saturday, I believe. 

Senator Ture. I of course can’t debate a question when I have not 
been on the ground to appraise it, and I can only visualize by project- 
ing commonsense into the question that I could not believe a group of 
people affiliated with an association would sell unless they could see 
an advantage in the ultimate end, because the art of propaganda could 
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not convince the average intelligent person to dispose of something 
which is better than what is offered on the other side of the fence. 

Senator GoLtpwaTer. Mr. Chairman, I would like to pursue this ad. 
vertising subject a bit further. 

Do you have any idea, if it is going on at all, how much TVA spends 
on propaganda / 

Mr. Exuis. No; I do not. 

Senator GoLpwaTeER. Do they engage in it? 

Mr. Exxis. Not of the type that I am talking about, so far as I know, 
I have not seen any of it. 

Senator GoLpwaTerR. There was considerable money raised by the 
Hells Canyon Association to fight for the erection of the high dam. 

Mr. Exxis. That is right. 

Senator GotpwaTer. I believe I put a table in the record quite 
while ago which showed the origin of those moneys. Almost all of 
that came from tax-free bodies. Who pays for that? Who is paying 
for the propaganda to build Hells Canyon high dam ? i 

Mr. Exits. Let me answer it this way, insofar as I know: The rural 
electric systems around the country, quite a few, made contributions 
to the National Hells Canyon Association. That is all that I know. 
I understand that labor organizations and some of the farm organiza- 
tions contributed. 

Senator GoLpwaTer. The point I am getting at is, if we want to be 
fair in this issue we have to look at both sides of the coin. I believe 
the amount that I inserted in the record showed $110,000 having been 
raised in one period in 1955 for this purpose. I may be wrong by a few 
dollars or maybe about the year. That is not a small amount of money. 
Jt comes from the taxpayers. Let us admit that it comes from the tax- 
payers of America. 

When you say that the money from the utilities comes from the 
consumers of electricity, that is very true, but when we get propaganda 
for the construction of Federal dams, for the perpetuation of federally 
owned and operated power-producing facilities, it comes from the tax- 
payers. It comes from the same person. That is what I am trying 
to get to. So if we are going to study this with the idea of putting 
limitations on one, then I think it is fair and proper to consider the 
limitations on both. 

Mr. Exxis. If you have, let us say, a single farmer buying power 
from a cooperative and also buying power through another meter frou 
a power company, if the farmer participates and decides to put some 
of his co-op’s money into, let us say, the National Hells Canyon Asso- 
ciation’s fund, that is his own decision. That is his free will in our 
democracy. But if the power company simply adds an item into his 
bill for propaganda advertising and forces him to pay it, that is quite 
a different thing in my opinion. He has no choice there. 

Senator Gotpwater. Did your organization contribute to the Na- 
tional Hells Canyon fund ¢ 

Mr. Exxts. Not in the last year. I think when it was first organized 
there was a contribution. 

Senator Gotpwarter. Did you ask all of your members if that was 
all right? 

Mr. Enis. Our organization was on record in favor of, I think, Hells 
Canyon, specifically, and the Federal multipurpose dams, generally. 
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around the country. That has been a unanimous decision on their part. 

Senator Gorpwater. The point I am trying to get to is that we are 
talking about public power, we are talking about power, and I am 
talking about the generation of it, not the distribution of it, because, 
despite what your organization has attempted to convey to my people 
in Arizona and I believe in the REA system, I don’t believe in the 
seneration of power by the Federal Government, or any other govern- 
ment, if we can keep from it. We are talking about financing by the 
taxpayers. In other words, I can’t see any sense in the taxpayers in 
Arizona being taxed to build a dam up in Idaho so the people in Idaho 
might—just might; I don’t say they will—but might get cheaper 

wer. 
if we are going to talk about propaganda, I think we have 16,000 
members in my State, or thereabouts. It might be more or less. You 
have numbers of people which are far more potent than numbers of 
dollars, believe me. By one telephone call out of your office you can 
generate more pressure on a Senator or a Congressman from Arizona, 
or from any other State, than can all the utilities in that State. Be- 
lieve me, that is true. That is the thing we are running into today. 
We run into organized unions in this field, organizations such as yours, 
that are operating tax free, yet complaining about pressure that tax- 
payers pay for. I don’t think you are taking a really true and fair 
slant at the whole thing. 

I might agree with part of what you say in this case. I think, at 
the same time, all of these organizations that operate tax free, which, 
actually, if you want to tell the truth about it, are operating on the 
taxpayers’ money, should recognize that fact, and recognize also that 
within your organization you have a much more potent force at your 
fingertips than any source of pressure I have ever come in contact 
with since I have been here. 

Mr. Exu1s. Senator, I know that the rural electrics have numbers. 
That is about all they do have. We don’t have much money. 

Senator Gotpwarer. That is all you need. 

Mr. Exits. But if the climate of opinion closes in on them as a result 
of what the Post is talking about here, then their day of security is 
gone. I think it is closing in in some areas. f 

Senator Gotpwarter. I still think you are suggesting a dangerous 
thing when you suggest the control of information in this country. 
We can pursue this a little further. f 

You carry on an educational program which is a very worthwhile 
thing. I don’t know whether you extol the virtues of private utilities 
in that educational program or not; but if we are going to say that 
the private utilities can’t educate, then I think we have to say at the 
same time that labor unions have to stop their attempt at education 
of their members, and that REA’s should stop. 

I don’t think you and I can agree that we should do that. I think 
you have a perfect right to pick up your telephone and call Bill down 
in Willeox and say, “Goldwater is going in the wrong direction. Get 
the heat on him.” 

I would fight like the devil to keep that right for you. I think that 
the private power companies have the same right. It is not something 
that I think we can decide here. I think it is an interesting thought, 

ut I think you must recognize that when you propose it there are 
two sides to the coin. 
84131—57—_11 
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The Coamman. Gentlemen, can we proceed ? 

Senator Ture. Yes,Mr.Chairman. Iam going to have to leave you 
at 5 o’clock. 

The Cuamman. I would like to leave at that time, but the Chair 
will forego his own pleasures to try to get this finished. 

_ Mr. Exuis. I shall try to hurry. I was listing a group of organ- 
izations. 

Senator GotpwatTer. You were down to “I,” I believe. 

Mr. Exuis. Yes. Those that seem to have indirect influence by the 
power companies, 

I. The Mississippi Valley Association, which spreads power monop- 
oly propaganda and issues resolutions strongly suggestive of power- 
company influence. 

J. The National Reclamation Association, which is famous for its 
power-company line. 

K. The National Association of Railroad and Utilities Commis. 
sioners, which although housed in federally owned space as a public 
agency in Washington, is actually one of the most vocal and clever of 
the power-company-propaganda fronts. 

L. The American Watershed Council, which follows a carefully 
oriented line of power-company propaganda. 

M. The Joint Council of Engineers, which has put out some of the 
most effective blasts against the Federal power program, effective be- 
cause they were pseudoscientific and ostensibly not power-company 
sponsored. 

N. The Hoover Commission task forces on Federal lending activities 
and Federal water resources and power programs. One task force 


recommended the virtual destruction of the Federal Ft program, 


with no dissenting opinions. The other recommended what would 
amount to the destruction of the rural-electrification program, in my 
opinion, with only one dissent. I ask, How was it possible for such 
complete unanimity to prevail in two such areas? By what means was 
investor power-company sentiment so unadulteratedly reflected in two 
public groups—task forces, I am talking about—financed at public 
expense ? 

We urge this committee to take a long, careful look at these wheels 
within wheels of this colosas] “natural” monopoly which stems from 
the production and distribution of a public necessity—the fastest grow- 
ing of all major industries in America, I believe, doubling its sales 
every 714 to 10 years, decade upon decade. 

We would like to know, and I believe the American people are 
entitled to know, where the funds come from for its farflung activities, 
the extent of its expenditures, and means by which its funds may get 
into or influence election campaigns. 

Most important of all, we urge immediate, serious consideration of 
the social desirability of permitting this giant, rapidly multiplying 
cost-plus monopoly to levy unlimited charges—allowed by regulatory 
bodies as “eosts of service”—for such activities, which usually are 
d . rected against the very consumers who are forced to foot the bill for 
them. 

The CuatrmMan. May I ask you, would you remove control of these 


utilities, regulating bodies, from the States to the Federal Govern- 
ment ? 
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Mr. Exuis. No. I don’t think it is very effective. I don’t think we 
have much control. 

The CuatrMan. You refer to “it.” What do we want to do? The 
Federal Government now has no jurisdiction over the State regula- 
tory bodies. Do we want to take that control away from them and put 
it in the Federal Government, or what is your recommendation ? 

Mr. Exxts. No, sir. My whole approach, Mr. Chairman, as it relates 
to Federal legislation, is that to the extent that the United States Con- 
egress desires that the Arkansas Power & Light Co., of my State and 
yours, or the power company of any other State, should file with the 
House and Senate an account of its lobbying expense, by the same 
token it should be required to file with the House and Senate commit- 
tees an account of its efforts to influence public opinion because the 
parpare is exactly the same in both cases. 

The Cuamman. Don’t you think, then, all organizations, whether 
it is a power company or not, that undertake to influence public opin- 
ion which might, in turn, influence legislation—is that what you are 
arguing—should then be required to register as lobbyists and give an 
accounting of their expenditures and the sources of their funds? 

Mr. Etuis. Well, I am here saying that I think that should certainly 
apply to the public utility monopolies. Whether it should apply to all 
organizations, I don’t know, but I do believe it should apply to the 
natural monopolies, and I think probably to all organizations, because 
it is just as important, it seems to me, that the people know the extent 
to which moneys are being spent to influence public opinion as it is that 
they know the extent to which it is being used to influence specifically 
legislation or Members of Congress or the legislative bodies looking 
toward specific legislation, because the purpose is exactly the same. 

The CHatrMan. I think public opinion does influence legislation. 

Mr. Exxts. Right. 

The Cuarrman. I think from the standpoint of that which is most 
effective, I think public opinion has more influence with the Congress, 
as I said a while ago, than some paid lobbyist up here. I can appre- 
ciate that some nonprofit organizations try to build up public opinion 
to support things they think would be of interest and of value to what- 
ever service or purpose they are organized, but if we are to require one 
segment of our society or of our business to report and to account for 
moneys that it may spend to influence public opinion, I wonder where 
we draw the line or if we should require all to do it? 

Tam not saying I am ae to requiring all to do it, but I think we 
are going to get a pretty burdensome law if we do that. What we are 
trying to do 1s to get a law which has some sense to it and which will 
have some effect and inform the Member of Congress and the people 
that certain activities are engaged in trying to influence legislation, 
and we know the background of it and what prompts it and what finan- 
cial interests and efforts are supporting it. 

Mr. Exxis. I agree with some of the things you say there, Senator, 
and I know it is a problem. I do believe there is a close correlation 
between the extent to which something is not out in the open and the 
extent to which it runs uncontrolled. 

_I would say it this way: The lobbying problems is one which is more 
difficult to control than propaganda advertising would be because it 
ismore under the table. 
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(Senator Goldwater left the hearing at this point.) 

The Cuarrman. I can appreciate that, and again I say that I think 
the other is more effective lobbying because it goes out and builds pub- 
lic sentiment. It is a form.of Cane It may be indirect lobbying; 
it is not lobbying in the legal sense as now defined, I think, by the 
present statute. 

Mr. Exuis. I am afraid that in America the trend is toward not the 
kind of lobbying we have been thinking of in the past 100 years, but 
the kind of lobbying that is done through public opinion shifts. 

If that is true, then it may well be, I submit, that that is more impor- 
tant to us at the moment a the narrow concept of lobbying which 
the Supreme Court uses in interpreting the existing lobbying law. 

I remember when I was in the House this specific thing: I was get- 
ting many telegrams and letters in opposition to the draft bill prior 
to World War II. I think it was the draft bill. I am sure it was. 
I was getting very few for it. 1 wondered if a majority of my people 
were opposed to it. 

I went back home and made some speeches while the draft issue was 
hot, and I couldn’t find anybody who was against it. Nobody said 
to me that he or she was against it. 

Having served, myself, in three legislative bodies, I think I have 
felt the effect of biased propaganda and I am sure you have. Some- 
times we wonder if a majority of the people do feel a certain way. 
Later on we become convinced that they did not, that they had been 
agitated, maybe by a few publications bestirring them, maybe by a 
few radio broadcasts or propaganda ads. 

Of course, it is always those who are the agitators or those who are 
the aggressors who speak out, who come to see you and send you tele- 
grams and letters. 

If Congressmen feel, though, that the people are reacting one way, 
if they feel that they have made decisions one way, that may be just 
as effective as if a majority really has. Congress can’t tell. Congress- 
men can’t tell. Nobody can tell. 

The CuarrMan. Not at all times. 

Mr. Extis. Not at all times. 

The Cuarrman. That is right. I don’t know how you are going 
to stop people from agitating in this free country. 

Mr. Extis. Clay Cochran has made some studies of this problem 
and he would like to say a word on this point. 

Dr. Cocuran. Very briefly, Mr. Chairman, there is a distinction 
between a franchised monopoly and a competitive industry. One of 
the oil companies sends me little leaflets with my bill. A lot of them 
are on legislation. 

I have written them letters taking the leaflets apart, and I got mad 
enough one time this spring that I changed oil companies. But I 
can’t do that with Vepco (Virginia Electric & Power Co.) unless I 
want to install a diesel unit. 

In other words, I am a captive consumer. A competitive industry 
has to watch what it does because its consumers can shift over the line. 
So I think there is ground for a distinction here in the approach to 
propaganda advertising, and we are talking only about propaganda 
advertising, not marketing advertising. 

The Cuatrman. Let me ask you this. Doesn’t the REA and doesn't 
your association do propaganda advertising, too ? 
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Dr. Cocuran. Well, not in this sense. 

The Cuamman. In other words, when you give them the facts, it is 
not propaganda ? 

Dr. CocHran. I mean we are not a cost-plus industry. We cannot 
afford the kind of advertising that they carry on because we operate 
in marginal areas and our people couldn’t support that kind of a 
program. 

Mr. Exxis. Our forefathers, as we know, fought the Revolutionary 
War largely to free themselves from the economic monopolies owned 
or sanctioned by the Crown; therefore, monopoly has been frowned 
upon from the time of the Constitutional Convention in the United 
States until this day. 

When giant monopolies ee to appear following the Civil War, 
steps were taken to control them. Notable were the Sherman Anti- 
trust Act of 1890 and the Clayton Act of 1914. Decisions were made 
by the States and Federal Government to tolerate the so-called natural 
monopolies, such as railroads and other public utilities, including 
finally the electric utility industry, on the theory that they should 
and could be regulated. 

We seriously question whether effective regulation of the giant 

wer monopolies is now possible, whether the laws and regulatory 

dies are or could be made really effective. We know for a fact that 
fair and effective regulation, as it affects the rural electric systems, 
does not exist in most areas. We believe that the regulated are more 
and more able to control the regulators by one device or another—in 
somewhat the same vein as John D. Rockefeller, who was reported 
to have said that he could do anything with the Pennsylvania Legis- 
lature except refine it. 

We believe that it is basically and fundamentally wrong for giant 
monopolies to be able to saddle millions of dollars annually in cost- 
plus advertising propaganda and direct and indirect lobbying costs 
on to absolutely helpless ratepayers, including half of the farmers’ 
rural electric systems, often forcing the ratepayers to pay for the very 
Propaganda that is used against their best interests. 

(Senator Goldwater returned to the hearing at this point.) 

Mr. Exuts. If these facts do not exist as I have suggested, the Ameri- 
can people ought to know it. If they do exist, as I firmly believe, the 
American people ought to know it—and the sooner we know it and 
have all the facts and begin to do something about it, the better chance 
we shall have of correcting a situation that many of us believe already 
threatens and endangers our democratic Nation. 

Propaganda and greed are twin dragons feasting upon our free- 
enterprise economy. Except for excessive greed, there would be 
little of the predatory type of propaganda that we see. As an indica- 
tion that. some conscientious businessmen feel that this greed has 
gone too far, let me cite just one example: 

On June 9, 1955, President Walter H. Wheeler, Jr., of Pitney- 
Bowes, Inc., speaking before the United States Chamber of Commerce 
meeting in Washington, D. C., stated : 


The greatest enemies of free enterprise are not the Communists but a minority 
of unscrupulous, hard-boiled, or greedy businesmen wherever they still exist. 


_I want to inject here that I, of course, have no use for the Commu- 
nists at all. 
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Senator Ture. I am sorry, Mr. Ellis, but I had figured we would 
be through before this hour, and therefore I had a 6 o'clock plane 
reservation. I am sorry that I will have to leave before you have 
finished your testimony. 

(Senator Thye left the hearing at this point.) 

Mr, Exits. r was about to say that while I have no use whatever 
for the Comunists, I probably would not have made this statement in 
this way but I think it is significant that a leader in American in- 
rare would make this comparison because it is a very strong one, 
indeed. 

We think this comittee ought to observe and make a recommenda- 
tion to Congress concerning the fact that there is no existing law, 
regulation, or sufficient restraint within the economy or the Govern- 
ment to prevent or correct misstatements of fact, half-truths, and 
implications by the electric power monopolies—unless, of course, such 
statements are libelous or scandalous and directed against persons 
who could sue. 

Senator Gotpwater. I would agree with you, Mr. Ellis, if you 
would be willing to extend that by scratching out “by the electric 
power monopolies” and include all people who use half-truths. 

Mr. Exxts. Yes, indeed. 

Senator Gotpwater. I agree with you there is more lying going 
on today than is good for the country. 

Mr. Exxts. We are agreed. 

The Cuarrman. We are always against sin. 

Mr. Exits. While we have laws administered by the Federal Trade 
Commission designed to prevent false and unscrupulous advertising 
concerning food and drugs, for instance, FTC Commissioners have 
specifically stated that existing laws do not cover the type of power 
company propaganda to which I refer. In other words, the public 
interest is not protected from the unbridled influence of a monopoly 
we license within our economy. 

First we must have the facts. Then Congress can legislate. 


ACTIVITIES OF COOPERATIVE AND CONSUMER-OWNED POWER GROUPS 


We would certainly not expect the committee to concentrate solely 
on the private sector of the electric-power industry. We would wel- 
come an investigation so complete that no segment of the industry 
or any of the groups working in the industry would be left out of the 
light of public knowledge. 

In the field against the vast array of power-company influence, 
you would find NRECA, State associations of the rural-electric sys- 
tems, and regional groups like the Pennsylvania-Ohio-New York 
Committee for the Development of Low-Cost Power From Niagara. 

You would find that some of our systems participate in and con- 
tribute to the National Hells Canyon Association, the American, Ten- 
nessee, and Northwest Public Power Associations, the National 
Committee on Water Resources, and the Electric Consumers Informa- 
tion Committee. 

You would find that most farm groups cooperate with us to some 
extent on part of our program, some of them being in virtually com- 
plete agreement with us; others differing on vital points and degrees 
of emphasis. You would find that almost all of organized labor sup- 
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ports our view, tacitly or actively—not on the grounds that they are 
the immediate beneficiaries of fees, contributions, or other quid pro 
quo, but on the grounds that rural electrification, the electric yard- 
stick, comprehensive natural resource development, and other matters 
are vital to the present and future welfare of their members, as well 
as the people of the Nation. 


CONCLUSION 


Mr. Chairman, from somewhat different points of view, every person 
in this room is no doubt devoted to the strengthening and perpetua- 
tion of a free, competitive economy and democratic government. 
Neither, however, is self-perpetuating; neither was created by acci- 
dent; both require care and protection and growth. New forces arise 
to impinge upon old processes. 

Freedom of press, speech, and petition, and the right to propagan- 
dize for one’s viewpoint are all essential to the process of assuring a de- 
cent world, but freedom of speech and petition should not, surely does 
not, carry with it the sanction of permitting the monopolistic enter- 
prises in the electric-utility industry to carry on unlimited propaganda 
and lobbying and charge up the unlimited costs to the very consumers 
whose rates are being held high by the effectiveness of such activity. 

Well, about half of the cost of the power companies’ multimillion 
dollar annual lobbying and propaganda campaigns seems to be borne 
by the taxpayers, for the companies deduct the total cost as expense 
of operations, before taxes, that is, before paying their corporate- 
profits taxes. 

New forces and new techniques for evading or voiding or frustrating 
or defeating free, democratic processes call for new laws and new pro- 
cedures. But none of us here knows just what we face in this area; 
the need for extensive investigation and analysis is great; legislative 
and administrative reform dependent upon it must follow. 

We wish you success in this enormous challenge and task. 

The Cuatrman. Thank you very much, Mr. Ellis. 

I have a few questions, if I may. 

On page 2 of your statement, you speak of your total resources, your 
revenue. What part of those are expended for lobbying ? 

Mr. Exxis. I asked our general accountant, Mr. Bob Tiley, to total 
what we have estimated. 

The Cuarrman. Give us your best estimate from the information 
that you have. 

Mr. Ex1is. About 16 percent of the dues revenues. 

The CuarrMan. The dues revenues are $353,000 plus. 

Mr. Exuis. Right. 

_ The Cuarrman. About 16 percent. What is the nature of the lobby- 
ing that that expenditure goes for ? . 

Mr. Exuis. Part of it goes for the salary of Dick Dell, our legislative 
representative, who spends about 30 percent of his time—and we would, 
of course, also allocate a similar percentage of his secretary’s time and 
of the overhead cost—in contacting Members of Congress, committees, 
committee clerks, and so on, with regard to legislation. 

. That is the biggest single item. As I stated earlier, little of my time 
ls spent appearing before congressional committees and sometimes con- 
tacting Members, but rarely. 
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The next biggest single item probably is in mailings to the rura] 
electric leaders around the country who are given information about 
pending legislation and sometimes to whom suggestions are made that 
they contact their Members of Congress, that they consider doing it. 

The Cuamman. Would you regard that substantially all of it is 
spent for either what we are recognizing and speaking of as lobby- 
ing and what the present law recognizes as lobbying, that together 
with the publication and educational work that you do, that substan- 
tially all of it could be in this very broad field that we have discussed 
today, could be regarded as expenditures for lobbying activities? 

Mr. Exits. If 1 may say it this way, Mr. Chairman, we have not 
a made a study, as I know we should have done by now, since the 

Supreme Court decision. I think the amounts which we have given 
you are, if anything, greater than should be included in the narrow 
concept of the Supreme Court decision. 

The CHatrman. I understand. I was asking the question if we 
take the broad concept which we have discussed here today, educational 
campaigns, wiring people to get hold of their Senators and Congress- 
men, and so forth, and try to influence legislation—in that broad 
sense, how much of your $353,000 do you think was spent for lobbying 
and lobbying activities and trying to influence the action on legisla- 
tion ¢ 

Mr. Exits. It might be some more than the 16 percent. I doubt if it 
would be much, because I think the 16 percent is broad enough to in- 
clude almost everything that we do beyond the Supreme Court’s nar- 
row concept. 

The Cuatrman. Let me ask you another question. Let us take the 
utilities which you say are a monopoly and you would bar them from 
spending any of their revenues collected from consumers for what 
you call propaganda purposes. 

Would you preclude those utilities from issuing pamphlets and 
mailing them along with their bills, and so forth, to their customers, 
information about the company, about its potentials and its develop- 
ment and growth, and also information about legislation that they 
think would be adverse to the company # 

Would you preclude them from going that far and doing that much 
to try to keep their customers informed ? 

r. Exits. A great deal of what you said there, of course, I would 
not preclude them from doing. 

The Cuarrman. I mean, would you say that they should not do 
it out of the revenues of the company ? 

Mr. Exxis. I would say that they should not be permitted to take 
rate payers revenues, rate payers who have no control over taking or 
not taking service from them, to propagandize the very rate payers 
who pay them and the other American people. 

pn CHAIRMAN. You would say they should not be permitted to do 
it? 

Mr. Exuis. I would say the utility monopolies should not be per- 
mitted to do that. For carrying on an educational campaign about 
the company, I would think that wholly legitimate. 

The Cuamman. That is what I was asking about, the educational 
campaign of the company, its status, its progress, its success, its finan- 
cial rating, and various other things that might be of benefit or valu- 
able information to its customers and patrons, certainly in keeping 
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ap good will and so forth, to know that it is an efficiently operating 
company. 

I am just wondering where we can quite draw the line. You say 
you wouldn’t preclude them from doing that. Does it not build good 
will for them so that when legislation is under consideration or pend- 
ing that might adversely affect the company, it would prompt those 
people to wire their Congressmen and Senators and say, “Don’t vote 
for that bill,” or something else? 

I just don’t know how we can write a statute which would dif- 
ferentiate where we could cut it off. 

Mr. Exits. I think it could be done. Another way to do it or help 
do it, I think, would be to give the Federal Trade Commission some 
regulation in this field. 

The Cuatrrman. The Federal Trade Commission ¢ 

Mr. Exuis. Yes. It has jurisdiction in this field now insofar as 
unscrupulous and improper advertising concerning food and drugs 
isconcerned. It has authority there now, as you know. I would say 
that that is one area where it could be broadened to include this. 

Let me try to draw this line a little finer by reading, if I may, three 
short paragraphs from one of these ads which the Saturday Evening 
Post reproduces here. It is the electric light and power companies 
ad which was given national circulation, this one that I referred to 
with the big map of the United States, with a lot of pins stuck in it. 

It shows a family of four people looking at this huge map which is 
entitled, “A Socialistic United States?” 

Would you like to live in a socialistic America? Most Americans wouldn't, 
but there’s a real danger that we will, whether we want to or not. One of the 
main roads to socialism is Government ownership and control of important busi- 


nesses. The electric light and power business is one, and this map shows how 
far Government is in it already. 


Every white dot, 200 of them, on the map, marks an electric powerplant now 
operated or financed— 


_ Notice that “or financed.” That is how they bring the rural electrics 
in, you see. 


* * * by the Federal Government. 


Senator Gotpwater. It says “power producing” doesn’t it? 

Mr. Exuis. Yes. 

Senator Gotpwater. Not “power distribution.” 

Mr. Exits. That is right. 

Senator Gotpwater. How many power-producing plants does the 
REA have? 

Mr. Exu1s. Roughly 40. 
ee Gotpwater. About the largest one is 12 or 16 thousand 
‘lowatts. 
_ Mr. Exxis. Oh, no. We have 150,000 or 160,000 kilowatts I believe 
in Dairyland, the biggest one, operating in Wisconsin mainly, with 
some service in Minnesota, Iowa, and Illinois. Those are federated, 
where several distribution co-ops go together, you see, and form a 
generation and transmission cooperative. 

Senator Gorpwater. But it is a very small percentage of the total. 

Mr. Exuts. Yes. 


Senator GorpwaTer. Would you say it is a small percentage of the 
lotal Federal power ? 
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Mr. Exxis. Yes. 

Senator Gotpwarer. Probably less than one-tenth of 1 percent! 

Mr. Exuis. Yes; but the dots on this map look just as big there as 
Hoover Dam, probably. The same size as far as I can tell. 

That is what I am getting at, this is false advertising. It is abso- 
lutely false in the impression that it endeavors to give, in my opin- 
ion. 

The Cuarrman. You say in your opinion that is false? 

Mr. Extis. Yes. 

The Cuamman. Don’t you think, though, there are probably many 
people in America who actually believe the sentiment expressed there, 
just as honestly, maybe, as you believe it is false? 

Mr. Exxts. No. 

The CuHamman. You don’t. ? 

Mr. Exits. Let me read that sentence again. This is the part | 
am talking about. 

Every white dot, 200 of them, on the map marks an electric powerplant oper. 
ated or financed by our Federal Government. 

My point is that while technically the sentence may be true, the 
impression they are trying to give is that the country is going socialistic 
through these Federal plants and that these which are financed are 
part of it, when in fact we all know that those electric cooperatives 
that are financed by REA loans are farmer-owned. They are not part 
of any Federal power system at all. 

Senator Gotpwater. Let me ask you a question, an academic ques- 
tion: Let us suppose that the Federal Government owned all the 


gens plants and distributing systems in the country. Would 


you call that socialized power ? 

Mr. Ents. No, sir; because it would be only one segment of it. 

Senator Gotpwarter. I am talking about all of it, not one segment. 

Mr. Exxis. I thought you said generating plants. 

Senator GotpwaTER. Owned anneal all the generating plants, 
owned and operated all the transmission systems, both the grids, the 
nets, and the transmission lines into the local communities. 

Mr. Exuts. I suppose if you take the word “socialism” as it is 
defined in Webster’s and apply it to that situation, you might come 
up with that answer. However, in the last decade the use of the 
word “socialism” is a takeoff on the socialism of the European 
variety, in my opinion. 

It has a bad connotation. One can say that the public-school sys- 
tem in America is socialistic, but I don’t like to do it. I don’t like 
to think of it that way. 

Senator Gorpwarer. I am not trying to pin you to anything. | 
am trying to find out how much socialism is good for America. 
Russia generates power and distributes all its power completely. 
Would you say there is free enterprise in Russia ? 

Mr. Exits. I would not. 

Senator Gotpwater. In fact, it is socialism over there. Commu- 
nism has nothing to do with it. It is socialism. 

Mr. Exxis. Yes; I suppose by the dictionary definition, althoug) 
I would call it corporate statism over there. 

Senator Gotpwarter. No matter what kind of fish you call it, it 1 
socialism, State-owned, Federal-owned. 
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What I am getting at is this: I think we have to agree on that. 
I am not trying to say that you are a Socialist or that I am a Socialist, 
because we are discussing these things, but I think we have to agree 
that Federal ownership of a business is socialism. 

Isn’t it proper that a man in private business begins to be con- 
cerned about the existence of private business when the Federal 
Government begins to get in the generating business—I think it is 
1614 percent of the total power now—where prior to the construction 
of TVA it was practically nil except for the municipalities and a few 
State-operated systems? 

Don’t you think that is a proper concern ? 

Mr. Exxis. No; I do not for three reasons. One is that we are 
running out of feasible hydroelectric sites in this country. There 
aren't many more good ones. 

Senator GotpwatTer. We are not going to be generating that way 
much longer anyway. 

Mr. Exxis. Maybe not. Secondly, the yardstick effect, I think, is 
good for the economy, for everybody, including the power companies. 
- Senator Gotpwater. Let me put it this way: If we both used the 
same yardstick. The yardstick you suggest may be 18 inches long 
instead of 36. You lop the taxes off and you are talking an entirely 
different picture on rate structure. 

Mr. Exxts. I will just say a yardstick effect. 

Senator Gotpwarter. That is a statement that has been used time 
and again by groups interested in public power, but it is not a true 
yardstick. I think we have to recognize that, too. 

Here is a company that pays taxes; here is a company that pays 
no taxes. In fact, I know of one case in the Pacific Northwest where 
if the tax segment were taken out of the private utility, they would 
be 10 percent under the public utilities district rate. We find that all 
over America. 

We find places in America where they actually produce power and 
sell it cheaper, and you know that, and pay taxes to boot. So the 
yardstick doesn’t ring a bell here at all. 

Mr. Exxis. You used the term “generation,” and I would say that 
I would not be concerned that it is socialistic because of generation 
because ae benefits when the Government generates. The 
power companies buy more of the federally generated power than the 
rural-electric systems do. The Federal Government is not anywhere 
in the distribution business. 

It generates the power. It turns this natural resource of falling 
water which belongs to the people into a form so that the people can 
use it. That is my concept of it. 

Senator Gotpwater. A natural resource isn’t worth anything to the 
people until it is turned into something. 

Mr. Exxis. Right. 

Senator Gotpwater. Does it make any difference whether the Fed- 
eral Government does it or private companies do it where possible? 
There is a place for the Federal Government in this picture. I think 
we have all recognized it. 

Where local government plus private money can’t do it, there is 
certainly a place for the Federal Government. We use it in my State. 
We use it very successfully out there. What I am getting to is that 
I think the private utilities have a natural concern for themselves 
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when they begin to see what we must both agree would be a Socialist 
segment of our world growing bigger and bigger and bigger. 

ow, with the advent of atomic power, the possibilities are even 
greater. 

Mr. Exits. As far as I know, nobody in America, I know of nobody, 
not in our organization or anywhere else, who is advocating that the 
Federal Government go into the electric-distribution business or that 
the private companies be driven out of the electric business. I don’t 
know of anybody advocating that. 

Senator Gotpwarer. I agree with you on that. I know that you 
are = Let me ask one question on this and then I will be quiet for 
a while. 

What is the percentage of rural electrification in this country? 
In other words, what percentage of available farms and outlying dis- 
tricts are electrified through the REA ? 

Mr. Exuis. We say roughly 95 percent—and that is the REA figure, 
too—of all the farms and rural establishments have electricity. That 
doesn’t mean that they won’t have to have a whole lot more power 
tomorrow, because their usage is doubling even faster than the whole 
electric industry, overall. 

For two decades the farmers’ use has been doubling about every 
4to5 years. That is faster growth than the overall industry. 

Senator Gotpwater. Your purpose, basically, is to see that figure 
get as close to 100 percent as possible. 

Mr. Exits. Two purposes. To see it get, yes, as close to 100 percent 
as possible, and to keep on supplying the rural people who have it 
with adequate power at low cost, because that 1s the gigantic job 
now. 

Senator Gotpwarer. If private power supplies that at low cost, 
you are not against private power doing it; are you? 

Mr. Exxits. I don’t agree with your premise because I don’t think 
they can. The president of Ohio Edison Co. not long back made a 
statement to the effect that his company’s rural lines in one of the 
best farming sections of the United States are a liability, that they 
are not paying for themselves. It is my belief that rural America 
could not possibly support the kind of power company structure which 
the cities support. 

Let me say it this way: The profits are not there, and what would 
happen if the companies take over rural areas would be that sooner 
or later the farmers would not get adequate service; the power com- 
panies would begin to slough them off. They would do what the 
telephone companies did. They would sell off the unprofitable sec- 
tions to some private operator who might want to buy it thinking 
he would struggle along with it. 

The service would be very poor. We would tend to drift back as 
we have done in the rural telephone business, I fear, to where as of 
the time the rural telephone program started in 1949, far fewer farm- 
ers had telephones than did in 1920. I think the same thing would 
happen in the electric business, 

Secohes Gotpwater. I am glad we have had that little discussion 
here because there is concern among the people of this country about 
the growth of the Federal Government in power, whether it is hydro- 
electric or atomic power. The distribution of it, I think, is adequately 
handled in areas where private power won’t go by you. 
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I think you have a continuing place in this picture. One thing 
on this proposition of yours to eliminate propaganda by the private 
companies. You know, we are talking about an awfully little bit 
of money when we get down to it. You say the consumer pays it. 
If the figures I have heard here are even approximately correct, we 
are talking about something which is maybe 4 mills, four-tenths of a 
cent, of a customer’s bill in this country if we deducted the full $20 
million that was supposedly spent last year by private utilities as 
against their $5 billion intake. 

I don’t think you would find the bills cut much even if you pro- 
hibited it. 

Mr. Extis. I would still feel as I have said, and let me complete, 
if | may, this paragraph from the editorial in the Saturday Evening 
Post brochure to complete my point: 

Svery black dot on this map shows where another— 
notice this— 
where another Government powerplant is being built, expanded— 
this time they call it Government— 
or proposed. In all, over 700 places in 44 States, and a long step toward a 
socialistic United States. 

That is not all of this language here. Here is the map of dots, 
dotting the whole United States. Several of them are in New Eng- 
land, Can anybody show me a Federal powerplant in New England? 
I know of none. 

Out through the Mississippi Valley area the pins are pretty thick 
on the map. ‘The impression they try to leave is that it is Govern- 
ment, Federal, you see. Actually, I think they must be including 
here municipally owned systems among these dots, but they carefully 
don’t say so. The whole thing is designed to give a false impression. 
That is my opinion about a great deal of their propaganda advertising. 

The Cuarrman. If you gentlemen have finished, I have 1 or 2 
questions, and Jet me ask them possibly of all the witnesses. 

Regarding political contributions, your association makes no po- 
litical contributions ? 

Mr. Extis. No. 

The Cuarrman. Do the REA co-ops make any ? 

Mr. Exuis. I have never heard of it, and I am sure they don’t. 

The CuatrMan. I mean out of their revenues. 

Mr. Exxis. No, I am sure they don’t. 

The CuHairman. Does your association buy tickets to political din- 
ners ¢ 

Mr. Exxis. No, sir. We have never had that kind of money. 

The CuHarrman. There is no political contribution in any way so 
far as you know ? 

Mr. Exx1s. There is not. 

The Cuarrman. Other than whatever you may publish to influence 
the people. 

Mr. Exuis. Right. 

The Caatrman. Any further questions? 

Senator Gotpwater. I have none. 

The Cuamman. Thank you very much. 
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The Chair instructs the staff to procure a copy of the booklet to 
which the witness has referred, published by the Saturday Evening 
Post, and when it is received, let it be made exhibit No. 40 for ref- 
erence. 

(Exhibit No. 40 will be found in committee files.) 

The Cuatrman. The Chair stated in the beginning that he thought 
some of the prepared statements probably wasn’t pertinent to the 
job that the committee is charged with doing, and I was afraid we 
would get off into public-private power discussion, as we did. I think 
it worked out very well. The Chair’s position is that I am for both 
private and public power. I am for more power. 

The committee stands in recess subject to the call of the Chair. 

(Whereupon, at 5:20 p. m., the committee adjourned, to reconvene 
at the call of the Chair.) 
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MONDAY, NOVEMBER 26, 1956 


Unrrtep States Senate, 

Specrat ComMMITTEE TO INVESTIGATE PoxurricaL ACTIVITIES, 

LospsyING AND CaMPAIGN CONTRIBUTIONS, 
Washington, D.C. 

The special committee met at 10 a. m., pursuant to Senate Resolution 
219, 84th Congress, agreed to February 22, 1956, in room 357 of the 
Senate Office Building, Senator John L. McClellan (chairman) pre- 
siding. 

Present: Senators McClellan, Thye, Goldwater, and Purtell. 

Present also: George Morris Fay, chief counsel; John J. McGovern, 
associate counsel; Paul E. Kamerick, chief investigator; Abraham 
K. Weber, assistant counsel; John P. Burke, assistant counsel; and 
Vivien I. McConnell, chief clerk. 

The Cuarrman. The committee will come to order. 

(Present at the time of convening of the hearing were Senators 
McClellan and Goldwater. ) 

The Cuarrman. Today the committee resumes hearings on activities 
involving lobbying and campaign contributions and political activi- 
ties. We have scheduled a 2-day session for today and tomorrow, 
during which time we expect to hear from the chairmen of the two 
major political committees and also the national secretary of the 
American Socialist Labor Party. 

We shall also have witnesses testify as experts on campaign contri- 
butions, witnesses representing the Machinists’ Non-Partisan Political 
League and witnesses representing the AFL-CIO and co-directors 
of the Committee on Political Education. There may be other wit- 
nesses including representatives of the United States Chamber of 
Commerce if our time will permit, and also the American Automobile 
— Representatives from that organization are scheduled 
to testity. 

Now, are there any statements from other members of the committee ? 

Senator Gotpwater. I have none. 

The Cuatrrman. Mr. Counsel, who is your first witness ? 

Mr. Fay. Mr. Butler, would you come forward, please. 

The Cuarmman. Mr. Butler, do you solemnly swear that the evi- 
dence you shall give before this Senate special committee shall be 
the truth, the whole truth and nothing but the truth, so help you God ? 

Mr. Butier. I do. 


779 
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TESTIMONY OF PAUL M. BUTLER, CHAIRMAN OF THE 
DEMOCRATIC NATIONAL COMMITTEE 


The CuarrmMan. Will you please state your name, your residence, 
and your professional occupation or business ? 

Mr. Burier. Paul M. Butler, South Bend, Ind., chairman of the 
Democratic National Committee. 

The Crarrman. How long have you been chairman of the com. 
mittee ? 

Mr. Butter. Since January 1, 1955. 

The Cuarrman. Mr. Butler, you have conferred with members of 
the staff of the committee and have general knowledge of the informa- 
tion that the committee is interested in? 

Mr. Butuer. Well, I did confer with Mr. Fay and Mr. McGovern 
a few weeks ago. Then only yesterday, when I was out in Indiana 
for the Thanksgiving holiday, I received an outline of the questions 
or material that might be covered in the hearing today. I may say 
that I consider all of these matters of the utmost importance and 
I am not sure that we have reached any definite conclusions in the 
Democratic National Committee as to the suggestions or recommenda- 
tions that we would like to make concerning a good many of these 
things. 

I bok at this time if it might be possible for us to cover the matters 
that the committee would like to cover this morning and then permit 
us to submit in writing answers or recommendations concerning some 
of these, or all that we don’t cover today, and then I would be entirely 
willing to come back for any examination or cross examination that 
any members of the committee would like to subject me to. 

The CuarrMan,. I think that might be arranged. We can deter- 
mine that as we come to questions. I am sorry that perhaps the 
questions did not get to you sooner but Mr. Fay has been ill. 

Mr. Butter. It was only because of our office being closed on Thurs- 
day and Friday and Saturday. I received them yesterday by airmail 
special delivery. 

The CuarrMan. If there are any that you would like to have carried 
over until you could prepare a more complete answer than you can 
give today, I think that can be arranged. 

Mr. Butter. All right. 

The Cuamrman. You know of course, you are permitted to have 
counsel if you desire when you testify ? 

Mr. Burier. Yes. Our counsel was not able to be here today. 
We have no objections to being questioned. 

The Cuatrman. May I inquire, Mr. Butler, if you have a general 
statement that you care to make before the committee proceeds ? 

Mr. Butter. No, I have prepared no general statement for pres- 
entation at this time. 

The Cuarrman. All right, Mr. Counsel, you may proceed. 

Mr. Fay. Mr. Butler, do you have with you the statements relative 
to the expenditures of the committee that you have filed recently with 
the Clerk of the House of Representatives ? 

Mr. Butter. I have copies of all reports that we have filed through 
October 31, 1956, and also copies of two reports that we filed with 
the Gore committee. 
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Mr. Fay. And you have furnished the committee with copies of 
those, I believe ? 

Mr. Butuer. I believe that you have copies, at least we have offered 
to furnish this committee with copies of all of those reports. 

Mr. Fay. We appreciate that offer. Just summarizing, so that it 
will not be necessary for us at this time to put into the record all of the 
figures which are quite voluminous, since they are down to the items 
literally of $1 with respect to the campaign during the year of 1956, 
could you give the committee 2 figures; (1) the total contributions 
which your committee received, and (2) your total expenditures 
through the last date that you have? 

Mr. Burier. I don’t believe that those are totaled in the reports here. 

Mr. Fay. Do you have them in any form there? We have made a 
compilation here of the reports ourselves, which show the January 
through February breakdown, and the June through August, and Sep- 
tember through October 25, and the October 26 through October 31 of 
1956. Do you havea similar one or could I just submit this to you and 
ask you if you will examine it and determine whether or not that is 
true ? 

Mr. Burter. Is that a part of one of these reports / 

Mr. Fay. I think it is a compilation we took from the reports, 
Mr. Butler. 

Mr. Burver. Well, I certainly would feel that if you took them 
from these reports, the figures-are correct. 

The Cuatrman. As I understand it, the staff has taken those figures 
from your report and totaled them to determine the aggregate amount 
of collections and disbursements. 

Mr. Butter. Well, yes; those are taken off page 1 of each report. 

Mr. Fay. That is correct. 

Mr. Butter. I would consider those to be accurate. 

Mr. Fay. Do you want to use my summary there and that will be 
easier for you and you can state for the record just what the figures are. 

Mr. Butler, if there is any discrepancy, and I am not assuming there 
is, but if there is any we will correct it from your records rather than 
from the compilation that you are using. 

Mr. Butter. All right. Now, from January 1, 1956. to February 
29, 1956, the contributions or total receipts were $136,758.52. The 
disbursements in that same period were $257,438.24. 

For the period March 1, 1956, to May 31, 1956, the total receipts 
were $295,091, and the total —— 

The CuHarrman. That is $259,000; is it not? 

Mr. Butter. Well, I think that is a transposition in the figures 
prepared by the committee. Our report shows $295,091. 

The Cuarrman. That figure then in the compilation is in error then ? 

Mr. Butter. Yes. Do you haveacopy of that, Mr. Fay? 

Mr. Fay. Yes, we do. Thank you, Mr. Butler. 


Mr. Burier. And the disbursements in that same period were 
$380,000.36. 

For the period June 1, 1956, through August 30, 1956, the total 
receipts including contributions, loans, and other receipts were 
$395,931.63, and total disbursements in that — were $383,773.36. 


In the period from September 1 through October 25, 1956, the total 
receipts including contributions, loans, and other receipts, were 
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$1,107,881.50, and the total disbursements during that period were 
$1,118,670.45. 

For the period from October 26, 1956, through October 31, 1956, 
the total receipts were $167,554.04. The disbursements were 
$166,322.99. 

I may supplement that by saying that from October 22, through 
November 6, 1956, our contributions amounted to $534,020.03. I am 
not able at this time to say what portion of that amount came from 
November 1, which was the first day after the last congressional 
report until the end of the campaign, on November 6. 

The Cuarrman. In other words, that amount will be reduced because 
some of it is included in your statement up to November 1! 

Mr. Butter. That is right. I just wanted to indicate that there 
were, of course, supplemental further receipts and contributions. 

The CuHamman. Will you submit to the committee when you ascer- 
tain what the correct figure is from the date of your last report here 
to October 31, the information from that date down to the day you 
are testifying ? 

Mr. Burier. We are required to make a report, Senator, as of the 
end of the year, and I would be glad to furnish that to show the 
further contributions, or one up to date, if you wish. 

The Cuarrman. We will get that one at the end of the year, and of 
course, you are required to make that one, but we would like to have 
it as of today, the day you testify. 

Mr. Butter. Both receipts and disbursements, you mean ? 

The Cuarmman. Yes; if you can have it computed that way. 

Mr. Butter. Yes, sir. 

The Cuarrman. Counsel tells me that this might impose an undue 
burden on your staff down there. I do not know. I do not want to 
work any undue hardship on you. 

Mr. Burter. Well, of course, the preparation of these reports is 
quite a chore. However, if it will be helpful to the committee, we 
will be glad to undertake it. 

He CuairMan. When do you anticipate your final report will be 
ed ¢ 

Mr. Butirr. My recollection is, and I am not sure, that is 5 or 10 
days after the end of the year. It will include all of the financial 
contributions and disbursements for the entire year of 1956. But 
we will give you whatever report you wish. 

The Cuarrman. If you can give us something, I do not insist that 
it be absolutely accurate, but just something that the committee could 
be considering and we woth like to have it as nearly accurate as 
possible. 

Mr. Butter. Would you like to have those contributions itemized, 
as they are in the congressional reports, as well as the disbursements! 

The Cuarrman. I would certainly suggest that you itemize the 
substantial contributions. You do not need to go into so much detail 
in indicating the others because it will all be covered in a later report. 
What I am anxious to have, if it can be made available to us, is the 
substantial amounts of your contributions and disbursements so that 
we can indicate that in our interim report to the Congress. 

Probably it will be informal, and probably there will be a statement 
on the floor of the Senate, but I want to have something as nearly accu- 
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rate as we can secure. I appreciate that your final report or your next 
required report will cover it and therefore it will be there. It is 
something to help the committee and particularly the chairman in 
that respect. 

Mr. Butter. I am not sure, but I think probably our accounting 
staff is preparing the sheets for the congressional report, which will 
then be compiled at the end of the year, and we can just take out those 
that cover the period that you specify. 

The Cuarmman. Now, I have nothing before me to indicate the 
balance or deficit as the case may be as of January 1. You start 
after your receipts on January 1 to February of 1956. 

Mr. Burter. I do not have those figures before me, but I would say 
that approximately or probably we had unpaid bills in the neighbor- 
hood of $50,000 to $75,000 as of January 1, 1956. I can furnish that 
information to you. 

The Cuarrman. I think that we should have that for the committee’s 
information, that is, the amount you had on hand as of January 1. 
You can give us your approximate indebtedness at that time and 
that will give us a complete picture. 

Mr. Burter. I am sure that we had a net deficit at that time. 


DEMOCRATIC NATIONAL COMMITTEE, 
Washington, D. C., January 14, 1957. 
Mr. George Morris Fay, 
Chief Counsel, Special Committee To Investigate Political Activities, etc., 
Senate Office Building, Washington, D.C. 


Dear Mr. Fay: In reply to your letters of December 14, 1956, and January 3, 
1957, we supply the following information: 

(1) The cash balance of the Democratic National Committee on January 1, 
1956, was $149,184.35. 

(2) Contributions and expenditures for 1956 were not totaled as of Novem- 
ber 26, 1956. Total receipts of the Democratic National Committee, including 
contributions, loans, and miscellaneous receipts, for the full year of 1956 amounted 
to $2,581,232.25. Total expenditures for the same period, as shown in the report 
filed with the Clerk of the House of Representatives, amounted to $2,727,313.59. 

(3) The Democratic National Committee transferred to other committees and 
candidates a total of $157,612.18, 

(4) The general sources of funds received were contributions from individuals 
and State and local committees. 

(5) With reference to the items specified by you, our expenditures were 
divided in the following proportions: 


TV and radio 


Printing 
Postage 


It is to be noted that the above percenrages are not the complete picture of the 
1956 presidential campaign because our committee has certain refunds, rebates 
and credits due from certain vendors which would affect the above proportions 
and other committees supporting the Democratic presidential ticket also ex- 
pended funds for these same items. 

(3) The Democratic National Committee received from other political com- 
mittees a total of $1,158,353.45 during the year 1956. This total represents con- 
tributions of $100 or more. 

I am delivering to you herewith a copy of our complete statement showing 
ae address of all contributors of $100 and over for the calendar year 
of 1556. 

if any further information is desired by the members of your committee, we 
will make every possible effort to supply the desired material. 

Sincerely, 


PAUL M. BUTLER. 
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Mr. Fay. Mr. Butler, then do you also have the total amount re. 
ceived and the total amount expended? I have run through that ad. 
dition there, and I see that even though the figures were transposed 
on the second report there, from March to May, it adds up as if it 
were “295” rather than “259,” so the total is correct. 

Mr. Butter. The total of contributions then from January 1, 1956, 
through October 31, 1956, was $2,067,216.69. The disbursements from 
January 1, 195%, through October 31, 1956, were $2,226,285.40. 

The Cuatrman. Mr. Butler, these figures only cover the funds that 
were received and disbursed by the national committee ? 

Mr. Butter. That is correct. 

The CuarrmMan. They do not include moneys that may have been 
received and disbursed by State committees or local committees that 
may have been active in the campaign ¢ 

Mr. Burier. That is true, and neither do they include any contri- 
butions received by the Stevenson-Kefauver Campaign Committee, or 
the Volunteers for Stevenson-Kefauver, or any other national com- 
mittees which were soliciting funds. The only other one that I know 
of was the Businessmen’s Eeaseulthen for Stevenson and Kefauver. 
These are solely the contributions to, and disbursements by the Demo- 
cratic National Committee. 

The CuarrMan. Now, these other committees that you have referred 
to, or these groups that were organized to assist in the campaign, do 
they make expenditures on a national basis, let us say, like procuring 
television or radio time ? : 

Mr. Butter. I would say that both the Stevenson-Kefauver Cam- 
paign Committee, and the Volunteers for Stevenson and Kefauver 

id. I ain not familiar to any extent with the receipts or expenditures 
by the Businessmen for Stevenson-Kefauver. 

The Cuatrman. Do these committees or groups make any reports 
to the national chairman ? 

Mr. Butter. No; they do not. 

The Cuarrman. Then there is no source of information as to their 
expenditures, receipts and expenditures, except from the committee 
officials themselves ? 

Mr. Butter. That is right, except that of course I assume that the 
er awe gr organization of the Democratic Party, the Democratic 

ational Committee, will have to assume any responsibility for any 
deficits which they may have incurred. I am informed that the 
Stevenson-Kefauver Campaign Committee has a deficit. I do not 
know the amount of it as yet, but we will have that information 
shortly, I understand. 

The Crarrman. Do these committees or groups report to the na- 
tional committee ? 

Mr. Butter. No; they do not make any report and they have no 
responsibility. 

The Cuairman. They call on you to help make up their deficits? 

Mr. Butter. Not to call upon us. I would say just to leave the 
deficit for us to assume. 

The Cuarrman. They just transmit it to you ? 

Mr. Butter. Yes. 

The Cuarrman, I think it is important and necessary if we are 
going to cover this field that we have information from these com- 
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mittees, as Mr. Butler has named them. You have named all that you 
know ¢ 

Mr. Butier. All that were connected with any fund-raising activ- 
ities or disbursement of any funds that I know of. There may be 
others but I don’t offhand think of any others. 

The CuarrMan. I think that the staff should interest itself in con- 
tacting these committees, and let us get reports from them. 

Mr. Fay. We have, Mr. Chairman, already taken steps to do that. 
Of course, those committees, also, are reporting to the Clerk of the 
House, similarly to the manner in which the Democratic National 
Committee and the Republican National Committee make their 
reports, 

The Cuarrman. Well, we see it published occasionally, and I am 
not challenging the press reports on it, that there are much larger 
amounts involved in the national campaigns than has been received 
and disbursed by the national committees. So I think to get the 
clear picture of political activities as of today, campaign contributions 
and disbursements, it is very necessary that we have that information. 
The Chair will instruct the staff to pursue it and make every effort 
and take such steps as necessary to obtain it. 

(The information is in committee files. ) 

Do you have any questions on this point, Senator ? 

Senator Gotpwater. Not on this point, Senator. 

The Cuarrman. All right, the staff may proceed. 

Mr. Fay. Mr. Butler, then referring to the outline of information 
that we gave you relative to the area in which we would direct our 
questioning, I would like to follow through and any place you feel 
at all a supplement to a report from you would be helpful, the commit- 
tee will receive it whenever it can be prepared, we hope before the first 
of the year. 

Based on your experience, have you at any time any thoughts or 
suggestions with respect to extending the Corrupt Practices Act to 
congressional primaries ? 

Mr. Burter. No; I have no fixed opinions as of this time concerning 
either one of the categories under question 1, as to congressional 
primaries, presidential nominating processes, or the presidential elec- 
tion campaign. 

Mr. Fay. All right, sir. 

There have been suggestions in the past that the procedure for con- 
ducting contests of primary elections is unsatisfactory due to refusal 
of some of the State courts to deal with it and the difficulty of dealing 
with it properly by congressional committees. Have you had any com- 
plaints made to the committee with respect to the practical operations 
of the primaries, at all? 

Mr. Butter. At this time I am aware of no such complaints. 

Mr. Fay. You are aware of the fact that the committees that are 
dealing in two or more States are required under the present law to file 
reports with the Clerk of the House and the Secretary of the Senate? 

Mr. Butter. Yes, sir. 

Mr. Fay. Do you have any thoughts at all with respect to the appli- 
cation of that to the intrastate operation? In other words, that is 
requiring the State Democratic committee, for instance, in each State, 
to file a separate report with the Clerk of the House? 
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Mr. Burter. Yes. Personally, I am inelined to believe that in order 
to make a comprehensive investigation of the sources of funds in poli- 
tical contributions, intrastate committees should be required to report 
or make a full report as to their financial activities wherever any of 
their funds are used directly or indirectly to aid Federal candidates 
for Federal office. 

Mr. Fay. How do you visualize that from your experience as a prac- 
tical matter? In other words, as an example, take our largest State. 
New York. There was a senatorial election and there were all con- 
gressional elections there, I think 45. Can you tell the committee from 
your experience what the role of the Democratic State committee was 
within that State? If you have in mind a better example, or a dif- 
ferent State, I have no objection to taking that. 

Mr. Butter. I am thinking of the very successful financial plan 
that is followed by the Republican Party, and I do not say this criti- 
cally. I say it with envy, and with the idea in mind that we are 
going to consider some such integrated financed plan ourselves. But 
as I understand the workings of the United Republican Fund, a great 
portion of the proceeds is raised at the local level, and then is sent 
into the State committee, and then the State committee makes sub- 
stantial contributions to the operation of the Republican National 
Committee. 

Again, I say I do not say this critically, because I think there is 
great need in the operation of a national political party to confine 
the solicitation for contributions to one organized effort. However, 
I think that the operation of such a fund without requiring State 
committees to provide information and reports as to the source of the 
contributions tends to sort of limit and restrict the information that 
a committee such as this, and the Congress in general should have in 
revising our present laws in this direction. 

I think it would be wise for the law to be amended so as to require 
intrastate committees which have made any contributions to a national 
committee, to report. Some of our State committees have. It is 
not a general practice but we certainly want to encourage more of it. 
I think the State committees should be required to indicate the source 
of their funds. 

The Cuatrman. In that connection, for instance, Arkansas, my home 
State, raised I think its quota, on whatever was determined to be its 
quota. Do you mean that you have no record of the individual con- 
tributors in the national committee ? 

Mr. Buruer. I would say, Senator, that in some instances we do, 
because in many instances the States took up the collection or made 
the solicitation in the name of the Democratic National Committee, 
and the State committee would send in 20 or 30 or 40 checks all made 
out payable to the Democratic National Committee. Then of course 
we credited them individually, and we gave official receipts 
individually, 

But if the State committee had collected that money in the name of 
the Arkansas State committee, the Democratic State committee, and 
then sent in a check for $15,000 or $20,000, or whatever its quota was. 
we would have had no information unless they supplied us a list along 
with it which generally I would say is not done. 

The Cratrman. That is what I was trying to determine. If 2 
State committee goes out and raises money, whether it raises it in the 
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name of the national committtee or the State committee or both, and 
savs it is for the purpose of the national committee, it may send 
funds to you in just a lump-sum check of $20,000 or $25,000, and you 
do not know, or your committee does not know, the source of those 
funds and who the contributor was? 

Mr. Butter. In that kind of a remittance, we would not. 

The CuamMan. You would not know ¢ 

Mr. Burier. No. 

The Cuamrman. If, however, a check may be sent by an individual 
to the national committee and he asked that Arkansas be given credit 
for it, of course you havea record of that ! 

Mr. Burier. That is right. 

The Cuatrman. And if the committee transmits checks that it has 
received instead of cashing them and transmitting them in a block, 
then you have that information. But much of your contributions 
have come from State committees and they just remit in a check for 
the total amount ? 

Mr. Burier. That is right. 

The CHaiRMAN. Without giving you the names? 

Mr. Butter. That happens in some instances, although not as often, 
I would say, as the situation in which they send in a number of checks 
that they have taken in the name of the Democratic National 
Committee. 

The Cuatrman. Now, those checks where you receive them and do 
have the names of the contributors, you report those in this report 
that you make ¢ 

Mr. Burier. Yes. 

The CuHarrman. And where you just receive a remittance from the 
committee as such, without having the names of the contributors, 
you report that in the name of the State committee ? 

Mr. Burier. That is right. 

The Cuatrman. All right. 

_ Mr. Fay. But the State itself is not required and as far as you know 
it does not report to the Clerk of the House of Representatives with 
respect to the collections they make; is that right ? 

Mr. Buruer. No; I believe that practice is not followed, and it is 
not required as I understand the present law. 

The Cuarrman. That means this, if I may interrupt again, and I 
am trying to get this picture in my mind, that a number of people that 
might give $1,000 or some other substantial amount, their names would 
never be known so far as the Congress was concerned or so far as your 
committee was concerned ? 

Mr. Butter. That is correct. 

The Cuarrman,. And, therefore, there are others who would make 
contributions and whose names would be published or become public 
information ¢ 

Mr. Burier. Those names might never become public except inso- 
far as the laws of the State might require some report at the county 
level or State level in that particular State. 

The Cuamman. But I mean insofar as your committee in its re- 
porting, that information would never be made available? 

Mr. Butier. That is right. 
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The Cuarrman. And therefore there is, I would not necessarily call 
it a discrimination, but there is an inaccuracy in the reporting in that 
some who make contributions and others who make the same contribu- 
tions—one name is known and the other is not? 

Mr. Butrer. That is right. 

The Cuatrman. Do you think that that is a situation that the Con- 
gress should be considering, to correct it ? 

Mr. Burter. If the Congress is interested in ascertaining the source 
of political contributions, I certainly do. It certainly has an area in 
which to operate right there. 

The Cuatrman. Do you not think-that the Congress should be 
interested ? 

Mr. Butter. I do; I certainly do. 

The Cuatrman. And you think that that is one project that we 
should be working on ? 

Mr. Burter. I think this is an important area for consideration by 
the Congress. 

Senator Gotpwater. How would you suggest handling that in the 
case of dinners for candidates, and dinners for the parties, where 
tickets are sold, $50 or $100 or $25 for dinners? 

Mr. Borter. Well, the tickets are not sold strictly, Senator. 

Senator Gotpwater. That is what I am trying to get at. 

Mr. Butter. They are a contribution, and I think that they should 
be required to be reported and accounted for just like any other coa- 
tribution. 

Senator Gotpwater. If we are going to require the State committees 
to report individual contributions to their political funds, we should 
then also require the committees in charge of these dinners to report 
completely their source of money. 

Mr. Butter. I think any money received by a political party that 
falls within the definition of a contribution under the law should be 
fully reported and disclosed. 

The CuatrMan. That would not necessarily include who may at- 
tend the dinner. It is those who actually paid for the tickets ? 

Mr. Butter. Yes, sir. 

The CuatrmMan. That is what we would be interested in. 

Mr. Burter. Yes. 

The Cuatrman, All right. 

Mr. Butter. I think that is true in both parties. 

Mr. Fay. I think there has been some prior testimony on that sub- 
ject, Mr. Butler. 

Now, assuming then the need for such reporting at the State party 
level, what is your opinion with respect to the adequacy or even the 
reasonableness of the existing limitations with respect to the amount 
of money that the party can spend? 

Mr. Burter. Well, there is just no use in sitting here and trying 
to make it appear that any major political committee is strictly com- 
plying with the spirit of the law. These separate committees, such as 
the Stevenson-Kefauver Campaign Committee and the Citizens for 
Eisenhower and other groups such as that at the national level are 
means and ways of avoiding the limitation of $3 million, which the 
present law prescribes as the maximum that can be expended or that 
can be collected or disbursed in any given calendar year. 
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It certainly is not a realistic figure, and I think that the first thing 
the Congress ought to do is put a figure in that law that would be real 
and objective and then tighten up the requirements of the law in such 
a manner that the committees would have to live within that kind of 
a law, and not permit the creation of these other committees. 

The Coarmman. What limit would you suggest ? 

Mr. Butter. I had previously testified, 1 would say a year and a 
half ago, before the Hennings committee, and I said then about $7 mil- 
lion or $7.5 million. But I am inclined to think that the cost of cam- 
paigning has gone up so much in the meantime that perhaps $9 million 
or $10 million would be a more realistic figure. 

The CaarrmMan. Do you think it would be necessary or advisable to 
retain a limit? 

Mr. Burier. Yes, I certainly do. I think that it is a mistake for 
our political system to be left in such a situation that an election may 
be purchased by any individual or any party. 

The CHarrmMan. Well this realistic figure that you speak of, though, 
do you not think with the cost of living rising and our economy grow- 
ing and the cost of campaigning increasing, probably each election 
year or each time it would have to be raised again ¢ 

Mr. Butter. I do not think so, Senator. I think that if we make 
a realistic approach at this time, it may serve satisfactorily for several] 
national elections, congressional and presidential. 

The CHatmrmMan. If it was found that economic conditions and the 
cost of campaigning continue to increase to where the figure was not 
realistic, it could be increased by Congress from time to time? 

Mr. Butter. Yes. 

The Cuarrman. But you would say that the limit should not be 
taken off ? 

Mr. Butuer. No. I feel that it should not be taken off, because I 
think that a realistic limit serves a very useful purpose. 

The Cuarrman. In that connection, what would you think is a real- 
istic limit for individual contributions ? 

Mr. Butter. Well, I do not know that I had intended my answer to 
cover the restriction on individual contributions. 

The Cuarmrman. I do not think that it did cover it but I wanted to 
sags about it. 

Mr. Butter. I would say there that I think a limit should be re- 
tained, also, and I am inclined to think that $5,000 is a fair figure. I 
think that we should not permit our political system to get into the 
hands of those who can give more, and by that fact alone have greater 
influence in our political system. 

The Cuarrman. Now, can you give us any constructive suggestions 
with respect to that $5,000 limit? That is so that we can police it 
and tighten up the law to where it actually means a $5,000 limit, and 
not afford the opportunity, as I understand occurs now sometimes, 
where the giver or donor may make four or five $5,000 contributions 
in the names of members of his family ? 

_Mr. Butier. Well, right offhand, I do not have any specific objec- 
tions, but I certainly recognize the need for consideration of that by 
the Congress. For a number of years, there have been very, very sub- 
stantial contributions by families of great wealth and it is an amazing 
thing what political interest children under the age of 5 or 6 have in 
this country in a presidential year. 
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The Cuamman. What I am driving at is this: Should we make 
limit of $5,000 and then tighten the law some way, if it is possible to 
do so, so that it means $5,000 and no more ¢ 

Mr. Butter. Yes; I say that should be done. I think one way 
would be by prohibiting contributions by any person who is not quali- 
fied by age to vote, whether it be 18 in the 2 States that have the 18. 
year-old law, or 21 in the rest of the States. 

The Cuatrman. Where they are not qualified to vote in the election, 
you mean ¢ 

Mr. Butter. That no contributions be permitted in their name. 

The Cuarrman. We have a number of these problems, and I would 
like to get the different views of those who testify, because I think that 
the committee and the Congress will want to, in good faith, look into 
this and try to find some answers and try to take some legislative action 
tightening up these loopholes, and bring this whole question of cam- 
paign contributions and expenditures under better control and super- 
vision. 

Senator GoLpwatrer. Would you go so far as to limit it to only 
one $5,000 contribution in any campaign by 1 individual ? 

Mr. Butter. You mean as between a senatorial campaign and a 
presidential campaign ? 

Senator Gotpwater. Say a man wanted to give $5,000 to a presi- 
dential campaign, and $5,000 to the senatorial campaign ? 

Mr. Butter. I think the candidates for the Senate and the House 
should have some opportunity to participate in the public spirit of that 
individual, and I think that there should be provisions in the law for 
the limitation to apply with respect to the presidential campaign, 
maybe at $5,000. and maybe a slightly smaller one for Senators and 
Members of the House. 

Senator Gorpwater. You would not preclude a man or a woman 
giving to 1 or 2 candidates or even to the local candidates? 

Mr. Butter. No; I think not. 

The Cuarrman. Should there be some limit set on his total 
contributions ? 

Mr. Buttrr. Yes; I think that there should be. The local commit- 
tee certainly contributes greatly to the election of Federal and national 
candidates, the President and Senators and Congressman. [If local 
committees are permitted to accept unlimited amounts from indi- 
viduals, then, of course, there is a way around the tightening up of the 
Federal law. 

The Cuarrman. It has been suggested by one witness who testified 
pe we limit the individual contributions to $20 a year. That is for 
each year. 

Mr. Butter. I do not know that I would support that suggestion; 
not with the present cost of political living. 

The Cuarrman. I wondered whether that was a little bit too high 
or a little bit too low. I think the suggestion was made in all serious- 
ness, and I think in sincerity, but I think that while we should con- 
sider it, I think it is true we would have to look to see what the conse- 
quences would be. 

Mr. Butter. Was that suggestion made, Senator, in conection with 
the proposals that have been made by some people with reference to 
tax credits? 
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The Cuarrman. I think that it was agreed that there should be a 
tax credit of $20. But that would permit an individual in a oresiden- 
tial-election year to contribute $5, 1f he desired to do so, to the presi- 
dential campaign, and $5 to the senatorial campaign, and $5 to the 
congressional campaign, and $5 maybe to any local office that he 
wanted to contribute to. 

Without coming to any final conclusion about it, it caused me to 
wonder whether it would meet the cost of today’s campaigning at all, 
and permit one to do an adequate job of campaigning. One should 
be entitled certainly to receive and to expend sufficient moneys to 
make certain that the party gets its platform before the people, and 
has the opportunity to present their position on issues of the times. 

I do not think that they should be restricted in that, and I would not 
want to support a limitation that I thought would amount to a restric- 
tion that would prevent them from making a full presentation of their 
case. I do hope that we will finally find some way to get better con- 
trol and supervision over these activities, so that we can know that 
they are conducted properly, and that the public may know how they 
are conducted and how campaigns are financed and by whom. 

Senator Gotpwater. Mr. Butler, in connection with committees, I 
think any practicing politician recognizes that therein probably lies 
the greatest threat to any law to control expenditures. Would you be 
in favor of requiring a committee to secure written permission from 
a candidate to act in his behalf? 

Mr. Butirr. Yes, sir. Generally I would favor that, so that there 
would be no groups voluntarily assuming to act in his behalf, and to 
act in a manner detrimental to his own interests as a candidate. 

Senator Gotpwater. That would put the candidate in the position 
of being responsible for anything that the committees or the committee 
said during the campaign, and it would, also, in my mind, put the can- 
didate in a position of being responsible for any violation of the cor- 
rupt-practices law that involved expending more money than the law 
allows him to spend as a candidate. 

Mr. Burier. I would not go so far as to say that it would make him 
legally responsible, because certainly he might be of the finest integrity, 
and he might have the strongest desire for complete compliance with 
all requirements of the law, and some committee which he had au- 
thorized to act in his behalf got into the hands of some scoundrel who 
operated in violation of the law. I do not think he should be held 
responsible in any legal sense for that, but certainly it would reflect 
upon him and have some effect, I would say, in the campaign. 

Senator Gotpwater. I would not suggest that he be held legally 
accountable for it either, but I think that it would put a moral ob- 
ligation on him. 

Now, if we do that, and if we put such a provision in the law, what 
would you think—and this has been suggested time and time again— 
of taking a more realistic look at what it should cost to campaign in 
each State? For instance, today you take a small State like mine, or 
the State of Nevada. A candidate for the Senate out there is sup- 
posed to spend just as much as the candidate for the Senate in New 
York, or vice versa. 
ee you think that that is realistic as an approach to this problem 

ay ? 
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Mr. Burer. I would say that I am inclined to think so, although 
the size of a State or the number of potential voters authorized to 
participate in the election, or qualified to participate, would not al- 
together be the determining factors in my opinion. 

It might be something that could be tried, but I presume that there 
would have to be frequent amendments and revisions of any such 
requirements if we undertake them. 

Senator Gotpwater. What would you think of the approach—and 
this has been suggested several times—of ae so much per voter? 
Let us say 10 or 20 cents per voter. That would allow a candidate 
for the Senate in New York to spend an amount far in excess of what 
the candidate in Nevada or Arizona would spend, but both of them 
would be spending in relationship to the voting population. 

Mr. Bururr. I think there is considerable sense to that suggestion. 

Senator Gotpwater. Thank you. 

The Cuarman. All right, Mr. Counsel. 

Mr. Fay. One point I would like to clear up further, which you 
were just discussing there, is this: What is your opinion with respect 
to imposing an obligation on the contributor to report to the Seere- 
tary of the Senate or the Clerk of the House with respect to a con- 
tribution or large contributions, I should say, to either a Congressman, 
Senator or to the national election of President ? 

In other words, taking an arbitrary limitation of $5,000, if we 
were to say that any individual who contributed more than $5,000 
to a national candidate as opposed to a local one, he would have to 
report that contribution himself to the Secretary of the Senate or 
the Clerk of the House. 

Mr. Butter. Of course, at the present time he cannot contribute 
more than $5,000. Now, do you mean if the law were to be changed, 
he could then contribute more than that amount ? 

Mr. Fay. No, I have more particularly in mind that if he were 
to contribute—I use $5,000 only arbitrarily as the amount which is 
presently legal, so use the amount of $1,000. That is, any person 
who contributed more than $1,000 to an individual senatorial contest 
or congressional contest or the national presidential election, would 
have the obligation of reporting his own contribution. 

Mr. Butter. Well, I would say this: I do not think that the Con- 
gress should make it more difficult for citizens to contribute to the 
party of their choice. I think it is a very wholesome thing for a 
political campaign to be financed by a large number of people who 
are able to give just small amounts. But at the same time, I think 
that if the figure was placed at an amount that would place some re- 
strictions perhaps upon those who attempt to influence or rather to 
obtain influence through the size of their contributions, it might be 
very beneficial. 

In other words, maybe over $2,500 or'$3,000 in contributions might 
require them to make a report to the Clerk of the House. 

Mr. Fay. I did not have in mind that we were firm in any level. 

Mr. Butter. That is right. 

Mr. Fay. But somewhere along the line, and in conceding the pos- 
sibility that today the $5,000 limitation is in existence, the e dividual 
who contributes $5,000 does not have to himself advise the Clerk of 
the House or the Secretary of the Senate. 
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Mr. Burier. I do not mean to say that anyone who gives a $5,000 
contribution today is doing it for some selfish interest or gain. How- 
ever, | certainly do feel that the people who are seeking selfish in- 
terests have a greater opportunity to give larger sums than the person 
who just feels he is doing his duty as a citizen and contributing to 
his party. i 

Mr. Fay. Then, with respect to another point which has already 
been discussed, if there is to be control by authorization of the candi- 
date with respect to committees that were going to operate in his 
behalf, what is your opinion with respect to the establishment of no 
limitation on his campaign, considering right at the moment that 
there are even today several States that have taken off the limitation 
with respect to the amount that can be spent in certain electoral 
contests? They have found that it operates effectively. 

Mr. Butuer. I think that I would want to examine the experiences 
in those States before I would venture an opinion. Just offhand, i 
wonld not be in favor of taking off the limitation providing it is a 
realistic amount. 

Mr. Fay. You can see the problem that is created by having the 
limit, for instance as far as the senatorial campaign is concerned, of 
$25,000 and having the senatorial candidate responsible for all com- 
mittees acting in his behalf when anyone of those committees could 
spend the $25,000 and whatever he spent would necessarily place him in 
violation of the law. 

That is why the States have repealed their limitations and they have 
done so only in conjunction with the idea that they are tightening up 
the responsibility on the candidate to see that he authorizes the com- 
mittees to operate. 

As you indicated, at least he has a moral responsibility for their 
operation within the reasonableness of the law even though not legally 
bound or guilty if there is a violation by one of them. ‘Therefore you 
end up with a tighter authorization without this limitation on it. 
However, it would be a mandatory requirement on these committee 
chairmen, and ultimately on the candidate or his agent that he desig- 
nates to act in his behalf, to report to a Federal repository whether it 
is the Clerk of the House or the Secretary of the Senate. 

Would you have an opinion on that phase of it ? 

Mr. Butter. No, I do not think that I do at this time. 

Mr. Fay. All right. In getting back to your reports, Mr. Butler, 
with respect to the reporting of distribution of funds and expenditures 
of funds, I note that there are numerous reports of an expenditure of 
$1, $2, $3, and $4 and there being no floor upon which you need not 
report, what has been your experience as the chairman with respect to 
the poe of reporting such amounts ? 

Mr. Butter. Of course, it just makes the preparation of the reports 
more ardous, difficult and detailed. I do not know that there would 

any great amount of time saved however, if disbursements of less 
than a fixed amount could be bunched together. 

Mr. Fay. Do you see any fixed amount that might be reasonable as 
far as the disbursements of the Democratic National Committee were 
concerned ? 

_Mr. Burier. I would want to ask our comptroller that question. 
She is not with me this morning. 
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Mr. Fay. You do feel that there is at least some merit in eliminating 
that paper work and that labor ? 

Mr. Burier. There might be some but still, as far as our books are 
concerned, we would want to account for every dollar or every penny 
that we take in and we would have it in our books and it is just the idea 
of typing it onto the report sheets and filing it with the congressional 
committee. 

Senator Gotpwater. You have to do that anyway for your own 
satisfaction ? 

Mr. Burier. We want to know where our money goes. 

Mr. Fay. But when the report comes in to the Clerk of the House 
the report is sometimes so voluminous that it is literally worthless as 
far as securing any information from it is concerned. 

Mr. Butier. Well, that may be. 

Mr. Fay. A search of it would require literally the work of days 
to come up with any particular item that the person might be interested 
in. 
Mr. Butter. From that standpoint I think it would be helpful to 
fix some amount below which the disbursements need not be reported, 
that is, item by item. 

Senator Gotpwarter. I do not know that counsel intends to cover 
this, but do you feel that there should be any attempt by the Federal 
Government to standardize the type of reporting that is made by 
congressional and senatorial candidates ? 

Mr. Butter. I would think so, yes. I would think that any contri- 
bution Congress could make to standardizing the whole procedure of 
accounting for political funds, and at the State level, too, if it could 
have some effect, would be good. 

I do not think that there is a dollar spent in an election that involves, 
at one level or another, a Federal officer, that does not relate to the 
campaign of the nominee of that party or that Federal office. 

The only situation would be where you have a purely county election 
which is not involved in a congressional or senatorial election or a 
municipal election or town election. I would think that in any election 
that is involved to any extent in a Congressman or a Senator or the 
candidates for President and Vice President, the Congress ought to 
standardize the reports. 

Senator Gotpwater. You know by looking at the reports submitted 
to the Clerk that there is a great discrepancy in the reporting. Some 
candidates report completely and others file amended reports. We 
saw it in both parties in this recent election where the figures were 
quoted as being amounts spent during the campaign up to a certain 
Psat when any practicing politician knows that that was an incorrect 

ure. 

Then, an amended report could be filed after the election and after 
the heat of campaigning had died down, and then we see the correct 
amount. However, we do not always see it because there is no stand- 
ardized reporting required, and there is not even standardization as 
far as the primary reporting is concerned. 

By the way, would you favor primary reporting? 

Mr. Burter. I do not know, Senator, off-hand. That was a part 
of the first question here, and I am not prepared to say whether I do 
favor it. I realize that there are a number of problems that would 
arise in a primary campaign. 
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Senator Gotpwater. For instance, in the Southern States, where at 
least up to now victory in the primaries is tantamount to election, 
many of these States have no expenses or the candidates have no ex- 
penses involved at all in the general election and their expenses are 
all wrapped up in the primary. 

So if you again read their reports in the Clerk’s office, it looks like 
they run a pretty inexpensive campaign. If you got down to the usual 
fighting in the primary, the amounts would be rather substantial. 

Mr. Buruer. I take it, Senator, when you say “at least up to now 
it is tantamount to election,” that you are hopeful that the change has 
set 1n. 

Senator Gotowater. We always have an optimistic group. 

Mr. Butter. I realize that there are those situations, but whether or 
not it could be effectively regulated in the primaries is a question. I 
would like to comment on that later as a part of my answers. 

Mr. Fay. Could you advise the committee whether or not your 
organization actually turned away funds, Mr. Butler, in the sense that 
you referred them to the Stevenson and Kefauver Committee or the 
Citizens for Stevenson or any other committee such as that? 

Mr. Butter. No, I do not know of any such situation that developed 
in this campaign. 

Mr. Fay. There was no need for an informal liaison in effect 
between these committees with respect to funds? 

Mr. Butter. Well, I would say that it could get to that point. In 
other words, if your national committee was approaching its $3 million 
collections and its expenditures were approaching a figure which would 
not allow for the operation of the committee and the payment of all 
expenses of operation beyond the date of the election to the end of the 
calendar year, why then of course there would be some need. 

But, shall I say “unfortunately,” that did not occur as far as I know 
in the Democratic Party. 

The Cuarrman. You would have welcomed it, would you not ? 

Mr. Butter. I would not say that we would welcome an opportunity 
to violate the spirit of the law. 

The Cuairman. I did not say violate it, but you would welcome the 
opportunity to take precautionary measures not to violate it. 

Mr. Burter. That is right. I would say that. I agree fully, 
Senator. 

Mr. Fay. But under the present existing law there is no question that 
such a circumstance could develop. Is that not right? 

Mr. Butter. Yes. 

Mr. Fay. Now, did you have in your figures at all, Mr. Butler, any 
breakdown of the amounts that you did receive from other committees ? 

Mr. Burier. Yes, we did. do not know whether that is in the 
congressional reports separately, but it is in the Gore reports sep- 
arately, to the Gore committee. I think that was a separate item. 
However, we have it only for September and part of October in the 
reports. 

We showed that between September 1 and September 30 we 
received from other committees $343,133.45. From October 1, 1956, 
through October 21, 1956, we received from other committees 
$154,937.41. 

Mr. Fay. What type of other committees were they, Mr. Butler? 
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Mr. Burtier. Well, they were State committees and county com. 
mittees and dinner committees, women’s committees, territorial com. 
mittees such as Alaska, and the Sam Rayburn dinner committee, con- 
gressional district committee—— 

Mr. Fay. I think that gives us an idea. I was just trying to identify 
the type of committee that would be making contributions. 

Now, as far as the national committee is concerned, there would be 
certainly a liaison operation between the national committee and the 
Sam Rayburn dinner, as an example, upon which there would later be 
a contribution to the national committee. 

Mr. Butter. I believe when I mentioned the Sam Rayburn dinners, 
these were dinners held in Texas honoring Sam Rayburn and were 
fund-raising in nature and I think a part of the proceeds were turned 
over to the Eenneniaie National Committee. I do not believe that all 
of them were. 

Mr. Fay. I was thinking more particularly of the one here in the 
District of Columbia. 

Mr. Butter. That was in April of 1955. 

Mr. Fay. Was that a national committee ? 

Mr. Butter. That was sponsored by the Democratic National Com- 
mittee. 

Mr. Fay. And the others you were referring to were in the nature 
of local dinners from which funds were later transferred to the 
national committee? 

Mr. Butter. That is right. 

Mr. Fay. Now, in that type of instance, is there a liaison between 
the national committee and the local committee ? 

Mr. Butter. Ordinarily not, and I would say that in these instances 
there was none as far as I know. 

Mr. Fay. What has been your experience as to whether or not inde- 
pendent committees for the national candidate weakens or strengthens 
the national political party’s committee ? 

Mr. Burier. I would say generally it has a tendency to diffuse re- 
sponsibility and authority forthe campaign. It results in cents 
confusion and even though I think that all of these independent grou 
are to be encouraged in their political interest and activity, I wou d 


say that generally it is not the most helpful situation that can be 
obtained. 


Mr. Fay. Now, with respect 

Mr. Butter. I do believe in that connection that, if I may respect- 
fully suggest, the Congress should consider provisions in the Corrupt 
Practices Act that will strengthen the authority and the responsibility 
of the parties. 

In other words, if we are to have faith in our political system we 
have to have parties that have authority and that have responsibility 
so that you can put your finger on the party and say, “This is the 
situation,” and the party is responsible for it. 

The Cuamman. Could I elaborate a little on that? What additional 
authority are you referring to? 

Mr. Burter. I do not know that there is anything that Congress 
could do but merely along the lines that Mr. Fay ‘has asked here, 
I think that the role of the Congress is more along the line of respon- 
sibilitv. But there should not be any enactment or any provision 
included in the revised Corrupt Practices Act or any new laws that 
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would weaken the authority of the national parties or at the same time, 
lessen their responsibilities. 

I think in the public interest a political party must be responsible for 
its conduct. 

Mr. Far. Right along that line, Mr. Butler, would not the idea of 
the requirement of the authorization of the national candidate for 
President to a committee in effect strengthen the party nationally! 

Mr. Butter. Yes, it certainly would. 

Mr. Fay. And by requiring the local committees at the county and 
State level to report, at least the public and the Congress itself would 
be fully informed, which they are not today, as to the expenditures 
in connection with a national election. 

Mr. Butter. Yes; and then the other item too, that if you fix 
a realistic limit of 8 or 10 or 12 million dollars for the national 
presidential campaign for a national committee, it would tend to 
eliminate the necessity for the creation of the other committees. 

Senator Gorpwater. But the other committees would operate within 
the total though ; would they not ? 

Mr. Buruer. If there was a need for them; yes, Senator. If the 
national party decided that they wanted to have these other parties 
they should be required to operate within the total. 

In other words, I think that this realistic figure should set a maxi- 
mum for the campaign to support Jones and Smith for President and 
Vice President on a party ticket. 

Mr. Fay. Then the responsibility in effect would be, for the sake 
of an example, in the Democratic national chairman to see that all 
committees which have been authorized by him as agent for Smith 
and Jones, the President and Vice President, are operating within 
the limitation, if you are going to have a limitation ‘ 

Mr. Burier. I would think that that would not be unreasonable. 
If I were the chairman, under any given law, I would not hesitate, 
I think, to accept that responsibility. 

Mr. Fay. In fact, you would have your committees given a par- 
ticular quota which they could not exceed, under some penalty to 
the head of that particular committee ¢ 

Mr. Butter. Yes. 

Mr. Fay. And be responsible to the chairman as far as seeing that 
the expenditures were within the quota allocated to the specific com- 
mittee. 

Do you feel that would be realistic ? 

Mr. Burirr. Yes; I do. And then if the committee was required 
to have the permission of the candidate, maybe of the national party 
committee, too—— 

Mr. Fay. Well, I was assuming that the national chairman is going 
to be in effect the agent for, the responsible party for, the national 
’ candidate himself. | 

In other words, particularly where you have a President in office 
running for reelection, I do not see that he should be required to 
give authorization to this committee in New York State, or in Florida, 
as far as that goes, but rather that his particular national chairman 
be the responsible agent. And it is a matter of legal agency. There 
is PO question under the law about it being done. . 

Mr. Butier. The only difficulty with that is that I think it weakens 
the effectiveness of the original proposal, and that is that the candi- 

84131—57—_18 
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date for President could always say, “Well, I do not, certainly, support 
my national chairman on his decision, or on that score.” He could 
repudiate his national chairman and avoid or at least seek to avoid 
responsibility for whatever happened. 

Mr. Fay. I can conceive that. But I think it would put him in a 
position that he would not be well received by the public. 

Mr. Butter. I do not think that the presidential nominee is too busy 
to be concerned with as vital a thing as the campaign expenditures and 
the raising of money, and I think it is so vital in our political system 
that the nominee himself, if the Congress sees fit to require any au- 
thorization, could authorize the operation or existence of any commit- 
tee in his behalf. 

Mr. Fay. I certainly appreciate having your views on it. It isa 
subject that can receive considerable debate before any final deter- 
mination is made. 

Senator Gotpwater. Mr. Counsel, just to pursue that a little fur- 
ther, I do not think you could enact this into law, but certainly if the 
national chairman assumed pretty much the same moral responsibili- 
ties as the condidate in authorizing the operation of committees for 
his party or for the presidential candidate, the chairman, the national 
chairman, could also have some control over the activities of that 
committee. What I am getting at is this: In both parties we have 
committees that operate for presidential candidates and for senatorial 
and House candidates, who raise money and then spend it themselves. 
Some of that is spent wisely, and some of the operations come well 
within what you and Mr. Hall feel are normal and reasonable operat- 
ing costs. Others are exorbitantly high. 

Would you feel that it would be to your advantage or to either 
party’s advantage for you, as chairman, to have some indirect control 
over the expenditures of these funds that these other committees raise? 

Mr. Butier. Yes; I certainly do, Senator. 

Senator Gotpwater. It ought to come into your general fund. 

Mr. Burtier. Yes; there ought to be at least some means of control 
through the financial officers of the national party committee. 

Senator Gotpwater. Do you see any danger in the two-party 
system as such, if we continue to have these, in effect, splinter parties 
operating in the fund field ? 

Mr. Butter. Well, not only splinter parties, but these splinter com- 
mittees, these independent groups, these groups that are almost essen- 
tial in the conduct of a political campaign under our present restric- 
tion of $3 million a year. I do think that there is grave danger to 
our two-party political system. 

Senator Gotpwater. Then if we put the amount at a figure which 
you think is realistic, which would be 10 or 12 million dollars, say, all 
committees such as that operate around the national committee but 
that have been operating not only around it but without it, would be 
responsible to you, as chairman, and you, in turn, would have the moral 
responsibility of seeing that their funds were channeled through your 
operation and were included in the 10 or 12 million dollars, as a total 
amount ? 

Mr. Butter. Yes. I would think so. 

Senator Gotpwarer. We hear these stories—we have not heard it 
here, but we hear it from a similar committee that is operating on the 
Hill—of $150 million or $170 million being spent on these elections. 
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And I know from your reports which you submitted what you have 
spent, and I know from our own reports what the Republicans have 
spent, and you and I will have to agree that the total is nothing like 
he astronomical figures that we hear from other sources. So that if 
those other figures are true—and I am not pre their truthful- 
ness—then there are many, many millions of dollars in this country 
that are being used entirely outside of your contro! or the control of 
Mr. Hall or the control of the individual candidates. And I agree 
with you. I think if that is the case, and we are spending that astron- 
omical amount without any control, it is time that we did something 
about it as far as we can under the corrupt practices law. 

mr. Burier. Senator, I believe, though, the estimates that you refer 
to include, of course, not only the expenditures of the national com- 
mittees and all national committees that are organized to support 
presidential nominees, but all senatorial candidates, congressional 
candidates, State committees, county committees, congressional dis- 
trict committees, and city committees, and so on and so forth. 

Senator Gotpwater. I agree with you. I think you are right in 
that. And I think the figure probably is close to being correct, if we 
take everything down through the list. But the general public does 
not come up with that impression. 

Mr. Burier. No. 

Senator GoLtpwater. The publicity that was given this recent figure 
has left in many people’s minds: Well, if the Bopuldicen and Demo- 
cratic National Committees only spend a total of $10 million—I do not 
know just exactly how much it will be—who is putting the rest of 
this money into the presidential campaign? Because from the pub- 
licity one would think that we were only spending about 10 percent 
of the total that was spent on the presidential election. 

Mr. Burter. Yes, I think that is true. 

The Cuarrman. In that connection, I just wonder: You would not 
want the Congress to go so far as to undertake to prohibit small 
groups, like the group in a county or even in a precinct, from raising 
money to carry on the campaign in that particular county or precinct; 
would you? 

Mr. Burier. Oh,no. I certainly would not. 

The Cuatrman. I think that would be an infringement upon the 
right of suffrage. 

Mr. Burrer. Well, not only that. I think it would be a sorry day 
for our political system to deprive the people at the grassrooots 
level of participation. I think what we just try to do is encourage 
all the more their participation, not only as voters but as people who 
are willing to contribute to the support of the party of their choice. 

he CuarrMan. That is where the question comes in of trying to 
account for or determine the amount of money actually spent in presi- 
dential campaign or even in a senatorial or congressional campaign. 
sven an individual can just decide, “Now, I want to help this par- 
ticular candidate” or “help this party,” and he concludes that the way 
for him to do it is to buy some radio or television time or run an 
ad in the paper. 

Thad an experience of a very fine friend who would never contribute 


anickel to my campaign, but he would go and buy radio time and insert 
ads in the paper. 
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I sometimes wondered whether it really contributed as much as 
the same amount contributed to my campaign fund. 

But I do not know how you are going to stop it. And I do not 
think they should be necessarily discouraged. 

The only thing is that it seems to me there should be at least some way 
to require them to report, where they do not report, and make their 
contribution through a recognized committee that does have the re- 
sponsibility of reporting; that if they do it on their own, they should 
be required to report it to some source. 

Senator Gotpwater. Are they not really dealing with two separate 
subjects here? One is the committee that is set up to raise money for 
candidates at the presidential level and those set up in States to raise 
money for senatorial or congressional committees, and the one that 
Senator McClellan has referred to is, I think, another and distinctly 
growing problem, of organizations who will spend a thousand dollars 
of $5,000 or whatever it takes to buy radio time or publish ads for the 
candidate of their choice, without the candidates knowing it all of 
the time and without any responsibility on their part to report. 

Now, they can call it educational work. ‘And the law does not re- 
quire that it be reported. I think we will have to some time in the 
revision of election laws and corrupt practices laws make a determi- 
nation of just what is education and what is not. And if it is 
political education, should it be reported, or should it not be? And 
if it is, should the candidate have some moral responsibility towards 
anything that is said on his behalf? 

I think there are two different problems. And the one I was talk- 
ing with Mr. Butler about is one which, having worked closely with 
the Republican National Committee, I know exists. It is a very seri- 
ous problem in our party, and I think it is a serious problem in your 
party, too. 

The Cuarrman. All right, Mr. Counsel. 

Mr. Fay. Mr. Butler, elaborating on that same point, would you con- 
sider or give an opinion on the practical aspects of eliminating the 
expenditures as far as any individual is concerned, but only requiring 
that where two or more people get together as a committee and oper- 
ate—in other words, I think we would be impinging upon the con- 
stitutional right of the individual to do what he sees freely as his 
right to do, to buy an ad in the paper and pay $5,000 for it if he wishes 
on behalf of Senator Smith from New York State. But if two or 
more people together combine to make a committee, and they make an 
expenditure, then would it be practical, or impractical, to require those 
people to operate through the national committee, for instance, if they 
were going to make that $5,000 expenditure on behalf of the presi- 
dential candidate ? 

Mr. Butzier. I would think there might be some merit in that if they 
were to support the presidential ticket. 

Mr. Fay. Or similarly, as far as the act is concerned, with respect 
to the senatorial and congressional races ? 

Mr. Burier. Well, I do not know about that. I think you have 
to consider the situation in a State. Many times it is more advan- 
tageous for a senatorial nominee to control his own campaign than to 
have it operated by the State committee of his party. I do not know 
that that is so commonplace as to require some special treatment, but it 
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would seem to me that it ought to be left more to the individual nominee 
for the Senate rather than for any given committee. 

Mr. Fay. In other words, heighten the responsibility of the candi- 
date at the State level, rather than in the State Democratic committee, 
or the Republican committee, whichever it might be? 

Mr. Burier. I would not say necessarily so, but I would want to 
leave the senatorial candidate some leeway for his own protection, 

Mr. Fay. The law at present allows numerous exemptions in the 
limitation on spending by candidates, such as travel and printing and 
postage and telephoning, et cetera. Should such exemptions be re- 
tained if limits are retained on election spending, would you say? 
Again you are aware of some of the examples where in a State, assum- 
ing a senatorial contest, you will have a report filed with the Secretary 
of the Senate saying that the total expenditures of the candidate were 
$20,000, well within the $25,000 limitation. Yet his expenditures for 
printing and postage and telephone and travel might well have been 
$75,000. You are aware of that situation ? 

Mr. Burier. Yes. Ido not know that I am familiar enough with it 
or come in direct contact with it enough at the national committee to 
justify my venturing an opinion on that at this time at least. 

Mr. Fay. Do you have an idea who would be most familiar with that 
particular subject matter ? 

Mr. Burier. Well, I would say certainly the candidates for the 
Senate and the Congress themselves. The candidates themselves. 

Mr. Fay. I was thinking more in the committee line. 

Would any State committee that you know of have that responsi- 
bility ? 

Mr. Burier. I would think that most State committees would be 
fully enough informed about it to possibly offer some suggestions or 
recommendations to your committee. 

Mr. Fay. Am I correct in assuming that you were State chairman ? 

Mr. Burier. No; I was not. 

Mr. Fay. I had in mind you were State chairman. 

Do you have any thoughts at all with respect to the use of the 
franked mail in congressional campaigns? And that is similar to the 
question I just propounded. 

Mr. Butier. Yes; I think there is an area there in which consider- 
able study should be given. Because many times the franking privi- 
leges, I think, are, if not violated, abused severely by partisans who 
want to make some contribution to their party and suddenly are re- 
sponsible for the distribution of thousands and thousands of copies, 
even beyond the area of their own election district, such as Congress- 
men whose material may be carried to many other States. It seems 
to me that should be investigated. 

I think there were some instances in the recent campaign in which 
we complained bitterly but with complete and utter futility about the 
use of the franking privileges in some instances. 

Mr. Fay. Is there anyone in your organization that has had contact 
with that particular problem that might be in a position to give this 
committee information ? 

Mr. Butier. Well, possibly our director of public affairs, Sam 
Brightman. I think he has been around the committee a good many 
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ears and would have more detailed information about that than | 
1ave available. 

Mr, Fay. Now, what is your opinion with respect to Government 
subsidies to either political party, either in the form of outright grants 
or otherwise ? 

Mr. Butier. Well, I think we are moving toward subsidies in the 
operation of our political parties. 

First, however, I would like to see the Congress enact an amendment 
to the Internal Revenue Act, which would provide not an exemption 
but a tax credit for a political contribution up to $10. Now, | 
realize, in saying that, that there are a number of problems that arise 
immediately. How far can this individual taxpayer go? Must his 
contribution be just to a presidential election? Can it be extended 
toasenatorialelection? Can it be extended to congressional elections! 
And so on and so forth. 

What total limits of tax credits will be allowed in any given election 
year? How could it be regulated to cut them off when a political 
party gets its maximum? And so on and so forth. There are many 
grave problems. 

But I think that we should encourage that kind of a contribution. 

We allow deductions for our religious contributions, to our charities, 
and certainly there is nothing more important in the life of each one 
of us than our Government. And if we can increase the awareness 
of the individual citizen’s responsibiity to his Government, to make 
some contribution to its wholesomeness and service to the whole 
country, I think we should do it. And I think, without creating any 
serious fiscal problems, the 85th Congress could very well provide such 
a tax credit and at least see how it works. 

Mr. Fay. You prefer the tax credit to a tax deduction? In other 
words, you spoke of the charitable and religious contributions that are 
now deductible. They permit a deduction; whereas a tax credit, as 
you are suggesting now, would be literally a $10 deduction from the 
amount of tax you are going to pay when your final tax return is 
submitted. 

Mr. Butuer. Well, the difference would be that there would be no 
substantial percentage of the earned income which would be allowed, 
as in the case of deductions. In other words, not to exceed a certain 
percentage of the earned income. But it would be just a very small 
amount. It would be an encouragement to contribute to a political 
party, to the party of their choice, with complete freedom in that 
respect. And I do not think it would cost the Government a great 
deal in revenue, and I think it would be a great thing for our political 
system. 

“ais: Fay. Are you suggesting the possibility, then, that the average 

American would not rather deduct $10 from his final payment on his 
income-tax return and attach thereto a receipt that he had given $10 
to either the Democratic Party or the Republican Party, than he would 
merely to write that total check to Uncle Sam for taxes ? 

Mr. Butter. I think there would be millions of American citizens 
who would give anywhere up to $10, a dollar, $5, $10, under those 
circumstances. 

Mr. Fay. Is it not quite conceivable that there would be probably 
50 percent of the taxpayers of the country that would like to get the 
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credit with their particular party affiliation for that $10 rather than 
merely pay it to Uncle Sam ¢ 

Mr. Butter. No, I do not think so. When we are only producing 
59 to 60 percent of the total number of qualified voters in our national 
elections, I do not think we would get 50 percent of the taxpayers 
making political contributions. 

Mr. Fay. Well, I was just putting forth the suggestion that the 
average individual might more readily want to get some credit for 
that $10 contribution than merely add $10 more to his tax bill. 

Mr. Burier. Maybe we should start it at a lower amount. But I 
do not think you will find any such tremendous response. 

Mr. Fay. I appreciate your observation on that. 

Senator Gotpwater. Mr. Counsel, I would just like to comment on 
that. I think Mr. Butler is right in that statement. I think all Amer- 
ican people are prone to overexaggerate the motivation of political 
contribution. I think by far the average giver in this country, whether 
he be small or large, is activated by a desire to see his particular candi- 
date or party win, and not because he expects to get something out 
of it, either through the good graces of the chairman of the party in 
the State or nationally, or through the candidate. 

I have looked over your list of contributors, and I recognize many 
of those people in there, and I would stake my life on the fact that 
not a one of them has ever asked for a political favor from a 
Democrat, either you or an office holder. And I think the same can 
be said about the great bulk of contributors in the Republican Party. 
In fact, all American givers. The thing to do, as Mr. Butler suggested, 
is give them a little more incentive. Give them something they can 
save out of their taxes. And I think you can instill a greater desire 
to contribute, and get it from more smaller contributors rather than 
having to depend, as you know we do, on givers in substantial amount. 

Mr. Butter. I tgree heartily, and I am happy to find that the Sen- 
ator and I are in agreement. 

Senator GoLpwATER. We are in agreement once in a while. 

Mr. Burter. I think we are prone to be too partisan at times, Sen- 
ator—I do not mean you and I necessarily, but all of us—and we try 
to paint the other fellow’s financial picture in his party with a lot of 
black paint. And if we take a look at the whole think I think we will 
see most of the people who do support political parties are motivated 
by the proper interests and spirit and are trying to do a good job. 

But these committees such as yours exist for the purpose of finding 
out those who abuse the system. 

The Cuarrman. All right, Mr. Counsel. 

Mr. Fay. Do you have any suggestion at all, Mr. Butler, with re- 
spect to the free time that was awarded on television and radio 
facilities. ? 

Mr. Butter. Well, I still am very strong in support of the proposal 
made by Dr. Frank Stanton of Columbia for the amendment of sec- 
tion 315 to such an extent that the splinter groups in the country 
will not have to be given free time whenever the presidential candi- 
dates or the vice presidential candidates would be invited to par- 
ticipate in a program. 

Now, we had that situation in the request of the United Community 
Fund or Community Chests, to the President of the United States 
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Certainly none of us should be partisan enough to question not only 
the right but the propriety, the absolute propriety, of the President 
leading off, as the - er of the people, in that community fund thing. 

Well, Governor Stevenson immediately indicated that he would 
not demand any equal time. I do not criticize the network that indi- 
cated that they would feel compelled to give free time, but the regula- 
tions of the Federal Communications Committee and the requirements 
of the law have been so confusing and so complex, apparently, that 
no one knows just exactly when it does apply aad how it applies. And 
I think there ought to be a clarification, and I think the way ought 
to be cleared for presidential debates in a campaign and other free 
time being given, without the Vegetarian Party and other minor 
splinter groups being entitled to free time likewise. 

I think that could be set upon the basis of a party having had a cer- 
tain percentage of the total vote for the presidency in the last presi- 
dential election. 

The Cuairman. In other words, if they could not get 5 or 10 percent 
of the vote they should not be entitled to free time? 

Mr. Botter. They should not be entitled to free time. 

The CHarrman. I think that is the best way to control it. 

Mr. Fay. Have you any observation at all-on the question of tax 
deduction to candidates for campaign expenditures? Some of the 
States now permit the candidate himself, if he expends his own money, 
to take a limited tax deduction as far as his expenditures are con- 
cerned. Do you have any observations? 

Mr. Burter. I do not. I am not familiar with any experience in 
those States that have provided that tax deduction. I would like 
to see what it has accomplished, what contribution it has made, 
whether it encourages more good people to seek public office, or, shall 
I just say, more Democrats to seek public office? I do not know. 

The CHarrman. Sometimes I think too many seek office. 

Mr. Burter. Well, not having been a candidate at any time myself, 
Senator, I have had no such experience. 

I think it ought to be considered, at least. I think it is worthy of 
consideration. 

Mr. Fay. Do you have any thought at all with respect to requiring 
1 party to furnish the opposite party, in our 2-party system I mean, 
with a copy of its financial reports; similar to having them filed with 
the Clerk of the House, and also on the senatorial level? 

Mr. Burter. I think if we are sufficiently concerned with the finan- 
cial report of the major opposition party, we can send some member 
of our staff to the congressional offices to find the reports and to f° 
over them and get whatever information we want. They are public 
property and available readily, and I do not think that there is any 
particular merit in that. I see no objection to it. 

The CHarrman. I just cannot see any merit in it at all. They are 
a matter of public record, and they should have sufficient energy 
to go over there and look at them themselves, if they are interested 
in them. 

Mr. Fay. Some of the States do require that. 

Do you have any comment with regard to the filing of a report in the 
local State in which the candidate is running for office, such as the sena- 
torial or congressional candidate, such as in the United States district 
court, for instance, with the clerk of the court? 
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Mr. Burier. I do not know that I see any particular benefit in that, 
so long as he makes his report as he is required to do with Congress. 

Mr. Fay. All right. Does your organization make any use of the 
reports filed? Do you actually make use of the opposition report? 

Mr. Butter. I know insofar as my tenure of chairman is concerned, 
almost 2 years, there has been no investigation of the Republican 
National Soneritias’s reports on file by anyone representing our staff. 

Mr. Fay. You see no area, then, of interest in it insofar as you as 
chairman are concerned ¢ 

Mr. Butter. I would not say that, I would say if certain informa- 
tion should come to our committee headquarters of some situation that 
might be well for the people to be informed about, we might seek out 
the information in the report of the opposition party. 

Mr. Fay. But in your tenure that has not happened ? 

Mr. Buruer. I would say it would be very untikel y and a very rare 
situation. 

I would just like to know how they get it. 

Senator Gotpwater. For a long time we wondered the same thing. 

Mr. Fay. Have you any thought, Mr. Butler, with respect to the 
number of reports that you are required to file under the law? 

Mr. Butter. Well, I think that we are required to file too many. I 
hope that there will not be any more added to it. We certainly want 
to cooperate to the fullest possible extent, but it does become quite 
burdensome, particularly in the closing weeks of the presidential cam- 
paign, to have to file extra reports. 

Mr. Fay. In your judgment, do you think the purpose of disclosure 
might be fully resolved by the filing of, say, two reports a year? 

Mr. Burier. Well, no. I do not want to encourage fewer reports, 
but I certainly want to discourage adding any more reports. I think, 
if my recollection is right, we report five times a year now. 

Mr. Fay. Six times. 

Mr. Butter. Six, yes. Five here and then one at the end of the year, 
as of December 31. I think that is frequent enough. 

Mr. Fay. And that is, in itself, a considerable burden as far as the 
national committee is concerned ? 

Mr. Burier. Yes. 

Mr. Fay. Do you have any thoughts at all with respect to the crimi- 
nal penalties that are imposed on the candidates for office ? 

Mr. Buturer. No. I have not had an opportunity to give any con- 
sideration to that. I think that generally the Members of the Con- 
gress are pretty well informed as to the type of punishment that is 
required in order to make compliance with the law effective, and I 
would rely pretty much on their judgment as to any changes in that 
respect. 

Mr. Fay. I had just a few more thoughts here I would like to 
get your observations on. 

One was with respect to the fact that corporations, labor unions, 
and banks, are now forbidden to spend any money in Federal eleec- 
tions. Is it your experience that the spirit of this regulation is 
observed in the national elections for President 

Mr. Buruer. Is observed? I would say generally it certainly is 
observed, but there are certain exceptions. 

Mr. Fay. Do you have anything particular in mind that might be 
of interest to the committee as far as the type is concerned ? 
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Mr. Butter. Well, I have filed with the Gore committee, because 
I had testified there a couple of times, and the scope of their in- 
vestigation sort of lent itself to that type of a filing. I filed with 
the Gore committee some observations that we made during the course 
of the campaign, where advertisements were inserted in newspapers 
by corporations, which in our judgment constituted political con- 
tributions. For instance, the election year analysis of our prosperity 
by the McGraw-Hill Publishing Co. I am not sure exactly when 
that came out, but I would guess it was within the last 2 or 3 weeks 
of the campaign, and it was published in a full page in most of the 
large metropolitan newspapers of the country. And it, of course, was 
something that was a substantial contribution, I think, to the Repub- 
lican ticket. 

Then there was another full page ad. I am just trying to recall. 
I did not bring any information on these things. I just cannot recall 
what the other advertisement was. 

Then there were several advertisements which were not—Oh, I 
know what the other one was. The Minneapolis Tribune, I believe, 
one of the Cowles newspapers, published an editorial endorsing the 
Eisenhower-Nixon ticket, and then proceeded to republish the edi- 
torial in at least six major metropolitan areas, and when Mr. Cowles 
was questioned about it he said it had something to do with showing 
their circulation as a means of justifying their appeal as an adver- 
tising medium, and how the editorial supporting the Ejisenhower- 
Nixon ticket indicated that they were a better advertising medium 
in the area of their circulation than some other newspaper is hard 
for me to understand, but it was again an effective contribution, I 
think, to the political fortunes of the ticket which they supported. 

There were also several full-page advertisements in newspapers 
which were not identified, and I think it would be well for the Con- 
gress, in considering the amendment of the Corrupt Practices Act, 
to require that any newspaper accepting any political advertisement 
affecting Federal offices be required to print the sponsorship, the 
identity of the sponsorship of the advertisement. 

The law now requires that the advertisement contain such dis- 
closure. But apparently there is nothing that makes it imperative 
upon the newspaper to see to it that it is published. And several 
advertisements that I have seen have not disclosed the source of the 
funds paid for the advertisement. 

Senator Gotpwarter. In connection with that—Mr. Butler and I 
have had an argument on this point before—you were discussing, Mr. 
Butler, the fact that some corporations in the country have published 
ads in favor of the Republican administration and their candidate 
for President, and you obviously condemn that action and suggest that 
it isagainst the spirit of thelaw. LIagree with you. 

I want to ask you, at the same time, for your opinion on this type of 
publication, which is “UAW Ammunition,” a regular publication of 
the education department of the UAW, which starts out with Steven- 
son and Kefauver on the front page and winds up with: “Do you want 
this man for this job?” and the whole thing is slanted directly against 
Eisenhower-Nixon and the Republican Party and toward the Demo- 
crat Party and their candidates. 
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Is not that pretty much in the same category, if we are going to 
discuss violation of the spirit of the corrupt practices law and section 
3 of the Taft-Hartley law ? 

Mr. Butter. No, Senator, I do not agree with you on that. In fact, 

[ disagree, as I have in the past, vigorously with you. I hope that 
I will not be as vigorous today or need be as vigorous as in the past. 
Sut I believe that there is a great division between a voluntary asso- 
ciation of people who are interested in the improvement of their own 
well-being as well as making a contribution to their Government and 
to their country or local community, who use funds which are not 
restricted under the law. And I know of no instance—and you and 
[ corresponded about that—in which funds which were not per- 
mitted to be used under the existing law were used by any union. 

These educational committees certainly not only serve labor groups, 
but they serve professional groups as well, different types of educa- 
tional committees, doctors, lawyers, teachers, and they have a right 
as a group, I think, to promote their own interests. But I do not 
think that it is the same thing when a private corporation, existing 
for private profit, is spending its funds to influence elections. 

Senator GorpwaterR. Now, the Taft-Hartley Act prohibits this prac- 
tice by the unions. There is a case in the Supreme Court now to de- 
termine whether or not that is constitutional. 

But I disagree with you on two points there: One, that this is a 
voluntary organization. The UAW of Michigan is certainly not a 
voluntary organization. You either belong to it or you do not work, 
wherever there is a union controlling the shop. Therefore, it has been 
my contention that the unions have less of a moral right to do this, 
actually, than corporations. 

Now, I do not think a corporation should do it, in view of the law, 
and I do not believe that unions should do it, in view of the law. I 
think they are both in violation of the law when they do it. By the 
same token that the union, the UAW, can say that “this is an educa- 
tional program,” certainly there is nothing to prohibit the corpora- 
tion from conducting an educational program. 

But I would say if they did it they would be violating the spirit of 
= law, just as I contend this is a violation of the spirit of the 
aw. 

Mr. Butter. Well, I do not agree with you that that is a violation 
ofthe law. I do not believe that that interpretation would be upheld 
by the Supreme Court. 

The Cuatrman. I believe you have an appointment at 12, do you? 

Mr. Butter. Yes; I do, Senator. 

The Cuarrman. I do appreciate and every member of the committee 
I know appreciates your appearance and your testimony this morning. 

In view of what you said at the beginning of your remarks I think 
will suggest, Mr. Butler, that you review your testimony and also the 

uestions that were debuted: to you tentatively, and then prepare 
or the committee any additional comments and statements you care to 
make. And particularly the committee would appreciate recom- 
mendations in these areas that the committee is trying to cover with 
respect to legislation that is needed or, in your opinion, would be 
wholesome and beneficial toward tightening up and getting better 
control and supervision over our election processes. 
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There are two questions I would like to ask you. I would like to 
know to what extent the national committee engages in lobbying. §o 
think of that and cover that in your report. 

The same question is going to be asked us. 

Mr. Butter. We have had no influence, I would say, on the legis. 
lative process. , 

The Cuarrman. I am not so sure about that. 

I would like some comment on that, if you will. 

(The above information is in committee files. ) 

The Cuarrman. Any further questions ? 

Senator Gorpwater I would just like to ask Mr. Butler to give us 
further thought on the suggested amendment that would allow so 
much expenditure per capita for these States. I think that might be 
one of the best steps for exclusion of the whole problem. 

Here is a State like mine that casts about 265,000 ballots, with the 
candidate being allowed to spend just as much money as the State of 
New York, 4 or 5 million dollars, I believe. 

Mr. Burter. Yes; Nevada had slightly more than a hundred 
thousand ? 

Senator Gorpwater. Just slightly in excess of a hundred. But I 
point out that we can spend as much money in Nevada as we can in 
New York, according to law. If we put it on a per capita basis—I 
would like to have your thinking on that—I think we might be making 
a step in the right direction. 

Mr. Buruer. I would be glad to. I would be glad to have Mr. Fay 
-— Mr. McGovern address any further questions to me after the 

earing. 

at iemetnin. I hardly think it would be necessary to call you, 
but in view of your not having had time to prepare yourself to answer 
all the questions, I should like very much to have you do so and then 
submit an additional statement, which will be accepted under oath as 
was your testimony this morning. 

Mr. Butter. Thank you. And I may say that so long as I am chair- 
man we will be disposed to cooperate with this committee and be as 
helpful as we can. But I, personally, believe there is great need for 
a revision of the Corrupt Practices Act. 

The Cuarrman. Thank you, Mr. Butler, for your appearance today. 
We had some other witnesses scheduled for the morning session. 

It is now 12 o’clock, and for the convenience of the Chair, without 
objection from my colleagues on the committee, I am going to recess 
now, and instead of resuming at 1 o'clock, the committee will resume 
at 1:30, and we will run as late this afternoon as may be necessary 
in order to cover the agenda for the day. 

(Whereupon, at 12 noon, a recess was taken until 1:30 p. m., 
this same day.) 


AFTER RECESS 


(The hearing was resumed at 1:30 p. m., Senator McClellan 
presiding. ) 

The Coamman. The committee will come to order. 

(Senators present at the convening of the afternoon session were 
Senators McClellan. and Goldwater.) 

The Cuamrman. The next. witnesses are Mr. Russell E. Singer, and 
Mr. Ross D. Netherton. Will you come forward, please? 
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Will you stand and be sworn, please? Do you and each of you 
solemnly swear that the evidence you shall give before this Senate 
special committee shall be the truth, the whole truth and nothing but 
the trath, so help you God ¢ 

Mr. Suveer. I do. 

Mr. Neruerton. I do. 


TESTIMONY OF RUSSELL E. SINGER, EXECUTIVE VICE PRESIDENT 
OF THE AMERICAN AUTOMOBILE ASSOCIATION; AND ROSS D. 
NETHERTON, MANAGER OF THE LEGISLATIVE DEPARTMENT OF 
THE AMERICAN AUTOMOBILE ASSOCIATION (ACCOMPANIED BY 
THEIR COUNSEL, CHARLES C. COLLINS, WASHINGTON, D. C.) 


The CHatrmMan. Now, will each of you identify yourselves with 
your full name, please, and would you give your address and your 
business or occupation ? 

Mr. Srncer. My name is Russell E. Singer, executive vice president 
of the American Automobile Association, whose headquarters are at 
1712 G. Street NW., Washington, D. C. I live in Chevy Chase, Md. 

The Cuarrman. Thank you, sir. 

Mr. Neruerron. I am Ross D. Netherton, and I am manager of 
the legislative department of the American Automobile Association. 
My office is at 1712 G Street NW., Washington, D. C., and I live in 
Vienna, Va. 

The Cuarrman. Gentlemen, you have counsel present to represent 
you, do you? 

Mr. Stncer. Yes. 

The CHarrMan. Will you identify yourself ? 

Mr. Cotiins. My name is Collins, Charles C., and my office is in 
the Mills Building at 17th and Pennsylvania Avenue NW.,, and I live 
at 2538 44th Street NW., Washington, D.C. 

The CuHamman, All right, thank you. Do you gentlemen have a 
prepared statement, either of you? 

Mr. Stncer. No, we do not, Mr. Chairman. 

The Cuarrman. Do any of you care to make a brief introductory 
statement ? 

Mr. Stinger. Mr. Chairman, we are here to answer questions of the 
committee and to be as helpful as we may to the committee. 

The Cuarrman. All right, Mr. Counsel, you may proceed. 

Mr. Fay. Mr. Singer, would you describe to the committee what 
type of organization the AAA organization is, by first stating if it is 
acorporation ? 

Mr. Stnger. It is a corporation. 

Mr. Fay. And it is incorporated ? 

Mr. Stncer. It is incorporated in the State of Connecticut, in the 
year 1910 as a nonprofit, nonstock corporation. 

Mr. Fay. Now, would you describe to the committee just how it 
functions, as far as the national organization is concerned? 

Mr. Stncer. The American Automobile Association is a national 
federation of automobile clubs and divisions located in every State 
of the Union, and all of the provinces of Canada. As a federation, 
our organization represents the affiliated clubs in national matters, 
particularly as regards national legislation, and serves as a clearing- 
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house of service to the clubs in all matters pertaining to the welfare of 
the automobile owner and driver. 

Mr. Fay. At this time, Mr. Chairman, I would like to have marked 
just for reference for the record, the constitution and bylaws of that 
association. 

The Cuarrman. The witness will identify the documents the Chair 
presents. 

Mr. Srncer. These are the bylaws of the American Automobile 
Association. 

The Cuatrman. They may be made exhibit No. 1 to the witness’ 
testimony, and will be made an exhibit for reference only, and not 
for publication in the proceedings. 

(Exhibit No. 1 is in committee files. ) 

The Cuarrman. I will present another document which I will ask 
the witness to identify. 

Mr. Stncer. These are the Articles of Association of the American 
Automobile Association as filed in the State of Connecticut. 

The Cuatrman. They may be received for reference and made 
exhibit No. 2. 

(Exhibit No. 2 is in committee files.) 

Mr. Fay. Now, how is your association financed, as far as your 
national operations are concerned ? 

Mr. Stncrr. We have various sources of income, gentlemen. From 
affiliated club dues, that is dues that are paid to us by our affiliated 
organizations, on a per capita basis, for each member, and income from 
our divisions which are operated by the national organization with the 
national organization receiving all of the dues, and then income from 
various sources of advertising. That constitutes the bulk of our 
income. 

Mr. Fay. Could you tell the committee what the total yearly budget 
is approximately ? 

Mr. Stncer. Well, for 1955, our revenue was $12,741,341, and our 
expenses were $12,574,095, or a net revenue of $167,245 before Federal 
taxes. 

Mr. Fay. You are not a tax-exempt organization ? 

Mr. Stncer. We are not a tax-exempt organization. We were a tax- 
exempt organization prior to 1952, but that was the vear when the 
Bureau of Internal Revenue ruled that we were a taxable organization. 

The Cuatrman. What happens to the profits? 

Mr. Stncer. They go into our reserve account and we have an excess 
of surplus over liabilities of about $1.5 million. 

The Cuatrman. You have that in reserve? 

Mr. Stncer. That is right. 

The Cuarmrman. But no profit is paid to members or investors! 

Mr. Srncer. No person receives any money, and no part of the net 
earnings of our organization inures to the benefit of any shareholder 
or individual. 

The CuHamrman. Except those who are paid a salary, those who 
actually are employed or engaged in the performance of service? 

Mr. SrnceEr. That is correct. ; 

Mr. Fay. What is the extent of control of the association over its 
membership ? 
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Mr. Sevcer. Over its membership? When you speak of member- 
ship you are referring to individuals or our organization members, 
such as our affiliated clubs ? 

Mr. Fay. The organization members. 

Mr. Stncer. We have no control over our affiliated organizations, 
and in fact, the affiliated organizations control the national organi- 
zation. 

Mr. Fay. Will you describe to the committee how they do? 

Mr. Stncer. In the first place, each affiliated club is entitled to repre- 
sentation at our annual meeting on the basis of its membership with 
each delegate representing up to 1,000 members, and delegates can 
represent proxies up to 30,000 members. The delegates from our 
afiliated clubs determine the policies of the organization. They also 
elect the board of directors of the organization and under the bylaws 
the board of directors has control of the affairs, funds, and property 
of the organization. 

Mr. Fay. Now, one of the main purposes of your organization is to 
interest itself in both State and Federal legislation, is it not? 

Mr. Srncer. So far as State legislation is concerned, we as a national 
organization do not go into any State except where we may be asked 
by an affiliated organization to assist. 

Mr. Fay. The affiliated organizations have that as one of their 
interests? 

Mr. Stncer. Yes, sir 

Mr. Fay. And you asa national organization have the Federal Gov- 
ernment as your interest in respect to legislation ? 

Mr. Stneger. Yes, sir. 

Mr. Fay. Would you describe to the committee how you effectuate 
that interest ? 

Mr. Stncer. Well, in the first place, our policies are established by 
the delegates at our annual meeting and once these policies have been 
established then we use the most effective means to make these policies 
effective. When a policy relates to matters that concern Federal legis- 
lation we make our positions very clear. If it is a piece of legislation 
which involves hearing by a congressional committee, we seek an oppor- 
tunity to be heard before the committee. 

We also file statements with the committee and in some instances we 
will make our statements available to all Members of Congress, and 
we will also make our statements available to our affiliated clubs, and 
then if the affiliated club wishes to make representations to their own 
Members in Congress to support or oppose a particular piece of legis- 
lation in keeping with AAA policy, that is up to the affiliated club. 

The Cuamman. Do you call that an educational campaign or 
lobbying? 

Mr. Singer. Well, sir, I would not know how we would determine the 
difference, Mr. Chairman. I would think in most instances it would 
fall under educational work because we seek constantly to support our 
position with factual information, and there is nothing leoaaneea upon 
an affiliated organization to do anything about it, if they do not wish to 

0 So. 

The Cuarman. You know, I think I have been learning something 
from these hearings that I might be able to profit by in the future. I 
do know but what a political campaign might be regarded as educa- 
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tional. I feel like maybe I have been trying to educate my people to 
keep a good Senator in office. I just wonder if we can call campaign- 
ing expenses educational expenses, too. 

Mr. Stncer. I would not have any opinion on that, Mr. Chairman. 

The Cuarrman. I am trying to form one. 

Will you proceed. 

(Senators Thye and Purtell entered the room. ) 

Mr. Fay. Now, with respect to your organization, the association is 
registered under the Lobbying Act, is it not? 

‘Mr. Suvcrr. Yes, it is. 

Mr. Fay. And Mr. Netherton is registered as an individual repre- 
senting the AAA? 

Mr. Stncer. That is true. 

Mr. Fay. So that with respect to the financial operations of the 
AAA, in connection with its interest in legislation, that is all con- 
tianed in the reports which you file with the Secretary of the Senate 
as faras your activities are concerned ? 

Mr. Nernerton. Yes, that is correct. 

Mr. Fay. And we have copies of those reports here, which I think 
we have talked to Mr. Netherton about previously. 

The Cuarmman. In that connection now, can you tell us what part 
of this $12 million income you receive annually, what part of that 
is expended for educational purposes to influence Members of Con- 
gress as to how they should vote on legislation ? 

Mr. Srncer. Mr. Chairman, that part of our income which comes 
from our affiliated club dues, which in 1955 amounted to $1,179,129, is 
used to finance that part of our operations here at national head- 
quarters in Washington. 

The CuHarrman. Those are dues paid by the affiliated clubs ¢ 

Mr. Srncer. That is right. 

The Cuarrman. The receipts from those clubs in the nature of 
dues or assessments are set aside in a separate fund that you use for 
the purpose of giving attention and interest to legislation ? 

Mr. Sangin: In the first place, Mr. Chairman, we have no assess- 
ments. All ef our income from our clubs is on a dues basis. Now, 
we budget then, in our headquarters operations, for our legislative 
department, and you have asked me how much money we spend in 
our legislative department. Out of the $1,179,000 from our affiliated 
club dues, in 1955 we spent $39,398. But only a portion of that could 
be said to relate in any way directly to Federal legislative activities. 

The Cuatrman. Now, let me see if Iam following you. Just using 
round numbers, out of the $12 million receipts that came into your 
organization in 1955, you set aside $1,179,129 of that for your legis- 
lative department ? 

Mr. Srnerr. No, sir. May I make that correction there. Mr. 
Chairman. 

The Cuarrman. You probably stated it correctly, but I did not 
follow you. 

Mr. Stnerr. Our total revenue from all sources was $12,741,000 in 
round numbers. Now, of that amount of our revenue, $1,179,000 came 
from our affiliated club dues, and it is from that income that we 
financed our legislative department, which in 1955 amounted to $39,398. 

The Cnamman. Now T understand it and I think the record is 
clear on it. 
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Senator Toye. Mr. Chairman, I do not have the information and 
I was not here at the outset, but how much are your dues annually 
per member ¢ ; 

Mr. Srncer. Well, when you speak of dues, Mr. Chairman, you are 
referring to individual members dues. Our individual memberships 
are solicited and sold by our affiliated organizations, and they vary 
in the different clubs. Now, the clubs pay the national organization 
at the rate of 25 cents per year per member, but for instance, in the 
case of the Automobile Club of St. Paul, they have a dues rate, and 
| cannot recall right at the moment what it is, but it might be $15. 
Another club in Minnesota might have a dues rates of $12. 

Senator Tuyr. That explains it, and that was just the information 
that I was seeking. 

The CHamRMAN. Whatever it is, whether it is $12 or $13 or $5, the 
national organization only gets 25 cents per member‘ 

Mr. Stncer. That is right. 

Mr. Fay. With respect to these reports, and I will direct my ques- 
tion to Mr. Netherton for a moment, that are filed under the Lobbying 
Act, what policy has the AAA followed with regard to the allocation 
of individual time and money spent in compiling these reports! 

Mr. Netuerton. Mr. Fay, it 1s, to our way of thinking, impossible 
to arrive at a certain sum for all of the items listed on the back of 
the reporting form, and as a result we have not, or I have not in my 
own reports, made entries under all of those forms. 

For example, I do list my compensation but as you will notice I 
list it as total compensation, and in a footnote I make it clear that 
it is entered as total compensation and should be understood as that 
and nothing more. I state in that footnote that it is impossible to 
allocate any percentage or certain sum for the activity in connection 
with our legislative interests before Congress. 

With respect to reimbursement for such things as travel expenses, 
it is possible, and I do keep track of such things as reimbursement 
for transportation from my office to the Senate Office Building, and 
that is entered as a certain sum for which I am reimbursed. 

This arises from the fact that the expenses such as overhead for 
rent, and telephone, and so on are buried in the departmental budget 
to such an extent that I frankly cannot pull them out. Any attempt 
on my part to do so would be an arbitrary guess. By registering, 
and by indicating what I have in the way of financial figures, I have 
taken the position that this does comply with the act to the extent 
that I can in the particular situation t am in. Now, with respect. to 
the reports for the organization, that is a little different situation 
and on that I think Mr. Collins would prefer to express his opinion. 

Mr. Fay. Would you please, Mr. Collins, advise the committee just 
how your preparation of the AAA’s report is based ? 

Mr. Cottrns. Mr. Fay, I do not know whether it is important or 
not, but I have not been sworn, and I would be glad to be sworn 
and to express an opinion if that is your wish. 

The Cuamman. You may be sworn. 

Do you solemnly swear that the evidence you shall give before 
this Senate special committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Cotrins. I do. 

84131—57-——_14 





814 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


The CHatrMan. I assume you are acting as your own counsel? 

Mr. Coturns. I will do my best, sir, although I have heard some 
stories about that kind of a situation. 

Mr. Fay, it has been my opinion from the beginning and it is my 
opinion now and I have given this opinion in writing to Mr. Singer 
and the other officers of the organization on several occasions, that the 
Lobbying Act does not apply to the American Automobile Associa- 
tion because the association does not collect contributions and things 
of that kind to be used principally for the purpose of legislation. 

I have read the remarks of Senator Dirksen, in the House, and I 
have followed the decisions of the courts, and I of course have read the 
decision of the Supreme Court, and it is still my opinion that the 
AAA does not collect anything for the principal parpoes of influencing 
legislation and that it is not one of the principal things that it does, 

Mr. Fay. But they have filed a registration under the act. 

Mr. Cotitns. I did that as a precaution, because I thought that we 
should do that and disclose that we are interested in certain legislation. 
But when you get to allocating funds, and just what to allocate and 
so forth, it is an impossible situation. As I view the act it is intended 
to apply to those who collect dues or assessments or funds for the 
principal purpose of influencing legislation, and I do not believe 
the association does that, sir. 

Mr. Fay. Now, with respect to an association such as the AAA, 
do you find it burdensome to comply with the registration at all! 

Mr. Cotirns. Up to now we have not. I do not know how we could 
assemble the information to answer these questions in detail. 

Mr. Fay. So that in effect, the compliance so far is merely a tech- 
nical compliance, if we might describe it as such ? 

_ Mr. Cottins. As far as the association is concerned, that is correct, 
sir. 

Mr. Neruerton. May I say something at that point. I think that 
certainly we would view it as more than a technical compliance. 
The heart of the law to my way of thinking, and now, I speak per- 
sonally, is the disclosure of interest and the identification of those 
who are working for that interest. Our registration does that, and 
in connection with our registration and the quarterly reports which 
have followed that, we have indicated the bills and our position with 
respect to those bills on which we have taken an interest. 

That, I think, is perhaps the heart of the whole act, when one con- 
siders it in terms of who Congress is seeking to protect itself against, 
and what evils it is seeking to avoid. 

Mr. Fay. When I used the words “technical compliance,” I meant 
technical legal compliance as far as your counsel has determined 
the liability of the association to have, in connection with this legis- 
lation. I would say as far as what you have added, I agree that 
you have complied in that sense. But as far as the purpose of the 
act itself is concerned, to minutely determine all of the financial inter- 
est of an association, that you indicated earlier was beyond the reason- 
able scope of your association to furnish because of the confusion in 
recordkeeping and otherwise, that would be required, from telephone 
calls and so on? 

Mr. Coutrns. That is correct. 

Mr. Neruerron. In connection with the advice that Mr. Collins 
gave to the association, I will say that I concurred in that, and at the 
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same time I made a study of my own from the files that are preserved 
over in the Office of the Clerk and the House, and I was particularly 
interested in the practice and the method used by multi-purpose organi- 
zations as defined by law in making their reports. 

I will not go into details except to say that there are almost as many 
ways of reporting as there are organizations making reports, and the 
value of such financial figures and financial records for purposes of 
comparison, it seems to me, is negligible. ‘These financial reports are 
based upon assumptions which the individual who prepares the report 
makes in a completely subjective manner and, as I say, are of no value 
for purposes of comparison, It would seem to me if I might sum- 
marize it, the reason why we have found difficulty in complying with 
the reporting provisions of this law is that the law contains no stand- 
ard and no formula by which we can have standardized estimates and 
reporting. 

If that were provided, it might be a different situation in which we 
would at least be able to do the same kind of reporting job that every- 
one else does. 

Mr. Fay. I appreciate it and our purpose here is to merely try to 
put on the record examples of the different types of interpretations 
that have been made of the act by the people that are required to 


comply with it. Iam in no sense at all implying that your interpreta- 
tion is not as complete and as full as it should be. 

Mr. Neruerton. I appreciate that, Mr. Fay. 

Mr. Fay. I have made no determination of that myself. We do 
want to try to spell out on the record the different types of compliance 
with the existing act, in order that the committee may be in a position 


iomore logically determine what might be needed. 

Mr. Nernerton. I appreciate that, and my remarks were simply to 
expand a little bit on the reasons that dictated why we report in the 
way we-do. 

Mr. Fay. Now, with respect to the road bill in 1955 and 1956, would 
you describe to the committee just what interest the association took 
in that particular legislation, Mr. Singer, and how you evidenced that ? 

Mr. Stncer. You spoke about the road bill in 1955 and 1956. We 
were very active in both years. We were active particularly in 1956 
because our association took a very important policy position on that 
legislation and once the policy position was taken then we endeavored 
to have the position accepted. We called a meeting of what we call 
our “highway conference” in Washington in the early part of last 
year, where we invited representatives from our affiliated clubs. 

‘That was both an educational conference as well as a conference to 
stimulate our club representatives to contact the Members of Congress 
in behalf of the position that we had taken. In addition, we supple- 
mented that activity by providing our clubs with bulletins and other 
material that they might use in making their views known to Congress. 
In addition, we filed letters with all Members of Congress, both the 
Senate and the House, setting forth our highway program and our 
recommendations. 

Representatives of our organization appeared before the House 
Ways and Means Committee and the Senate Finance Committee and I 
believe the House Public Works Committee, and if I remember rightly, 


the Senate Public Works Committee. I cannot be sure about the latter 
one. 
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In every honorable way, we endeavored to support the highway bil] 
that had been introduced, particularly those features of the bill that 
were in accordance with the AAA highway policies and our highway 

rogram. I think we have filed with you, Mr. Fay, a document show- 
ing our highway program which was outlined in this publication. 
fr. Fay. Yes, Fave that and I will come to it in just a moment. 
I find it particularizes your activities a little more with respect to that 
highway bill interest there. 

As far as this group, it was representatives of 36 different groups 
here in February of 1956, and you indicated generally that you asked 
them to contact their Representatives and Senators? 

Mr. Srncer. That is right. 

Mr. Fay. While they were here or when they went back, as the case 
may be? 

Mr. Srncer. That is right. 

Mr. Fay. Now, what do you know about how that was done and 
what can you tell the committee about how they carried out that 
suggestion ? 

Mr. Srncer. Well, they made appointments with their Representa- 
tives when it was possible to do so, and they laid before them their 
views as to the AAA policy position and I might say that when they 
reported to us they found that many Members of Congress encou 
the automobile clubs to make known to them the views of the motorists 
of their territory about this very important Federal aid highway bill. 

Mr. Fay. I can readily understand that and appreciate it and we 
are all for it, but again, it is a question of getting the particulars on 
the record as to just how it was done, you see. 

Mr. Srncer.. You mean, what was done at the time of the conference 
with the Members of Congress ? 

Mr. Fay. Yes. 

Mr. Srncer. Well, I was not with those club representatives, but it 
was a contact with Members of Congress in which they explained the 
AAA position on Federal aid highway legislation and they may have 
left with them this publication that we had already made available to 
all Members of Congress and there was supplementary information 
that was made available to our affiliated club representatives such as 
a statement on questions and answers, questions that would normally 
arise and answers that would be given. They may have left that docu- 
ment with Members of Congress. 

Mr. Far. Now, did your national organization here keep a record 
as to the reports you received back from your representative groups, 
who did make contacts with their Congressmen or Senators? 

Mr. Srncer. Yes, sir, but it was very informal. 

Mr. Fay. Did you have what is referred to and has been referred 
to in previous hearings here, a checklist as to where the representatives 
of the different groups actually stood on the legislation, with respect 
to the pro or con of your position ? 

Mr. Stncrr. We kept no record of that kind. It was an informal 
reporting back to us, and I would have to refer to Mr. Netherton on 
that, and he would be more familiar with that. But my impression 
is that we kept no record of reactions because generally it was so favor- 
able for Federal aid highway legislation in the last Congress. 

Senator Tuyr. Might I ask this gentleman one question. You kept 
no scorecard, so to speak, of the individual members’ votes or their 
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reactions or their replies to any letters that may have been addressed 
to a Member of Congress by a local association, in their reporting to 
you the type of a angen or positive reply that may have come from 
that legislative Member ? 

Mr. Stncer. We kept no box score, or scorecard as you speak of. 
Of course, a good many of our affiliated clubs when they heard from 
their Congressmen to whom they had addressed their communications, 
would send us a copy of the letter, but it was just handled in a routine 
way. 

Senator Tuy. I would say, Mr. Chairman, that the AAA, both 
nationally and in my own State, has probably done as much to promote 
good highways and good sound legislation for highway programs as 
any organization or any indipednel that has ever been known to me. 

Mr. Sincer. It is good of you to say that. 

Senator TuHye. You have a hearty commendation for what- 
ever you may have done in the past, because it certamly has been 
constructive and helpful in my State, I know. 

Mr. Srncer. Thank you, very much. We know about the very 
active interest of the Minnesota State Automobile Association. 

Senator Ture. It is an excellent association. 

Mr. Fay. Well, Mr. Netherton, would you be able to estimate the 
number of Members of the Senate who were actually contacted by your 
representatives of the different groups? 

Mr. Stvcer. I would say this, Mr. Fay, that there was very little 
contact on the Senate side. As you know, traditionally, highway 
legislation begins in the House and most of the contact was on the 
House side, particularly because of new problems that were raised in 
connection with the 1956 Highway Act as regards financing. 

You will recall that the highway bill called for a pay as you go 
policy, and it was considered essential that there be established by 
legislation a Federal highway trust fund into which certain revenue 
from special motor vehicle excise taxes would be placed to finance 
the Federal highway aid program. That is the first time that any 
such principles were before the Congress. Most of the contact on 
Federal highway legislation was with the House rather than on the 
Senate side. 

But, as an estimate, I would say that the contrast that was established 
was probably not more than half a dozen Senators. 

Mr. Fay. During those contacts, was there ever any occasion that 
you know of, or Mr. Netherton knows of, where there was any request 
for campaign contributions ? 

Mr. NetHerron. Absolutely none. 

Mr. Stncer. No, sir. 

Mr. Fay. There were no offers on your part to make any campaign 
contributions as far as your interest in this legislation was concerned ? 

Mr. Stxerr. That is correct. 

Mr. Fay. You followed the policy that has been the normal policy 
of your association, to present your case as the facts warranted in the 
Dena to as many Members of the House and the Senate as you 
could ? 

_ Mr. Suneer. That is correct, and not so much, Mr. Fay, at the Wash- 
ington level, so much as the State and local level. That is the way we 
have proceeded ever since we have been organized. Most of the con- 
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tacts with Members of Congress are made by our affiliated organi- 
zations rather than our representatives in Washington. 

Mr. Fay. Are any of these affiliated organizations registered under 
the Federal Lobbying Act? 

Mr. Srncer. Not that I know of. 

Mr. Fay. Do you see any reason why such organizations should be 
registered ? 

fr. Srvcer. I would have to defer to counsel on that. 

Mr. Cotuins. I would think not, from what I know about it. | 
would think that they would not need to be registered. 

Mr. Fay. So that as far as the national headquarters is concerned, 
then the simplest method of making the weight of the organization 
felt without any need of registering under the act at all, is by a direct 
pressure on the groups or units that make up the whole, to have them 
in turn place it on an individual citizen to get to his representatives 
and put his thoughts across? 

Mr. Co.iins mia not say there was any pressure brought by 
the national organization on the local groups. I think the facts were 
presented to them and they did as they pleased about them, Mr. Fay. 

Mr. Fay. That word “pressure” is always used in its broadest terms, 
to cover the bruadest meaning. I recognize you may want to restrict 
its meaning. Probably a better use of it would be as you describe. 

The national association was vitally interested in seeing that it get 
every fact that was persuasive of its position to its individual units 
throughout the country. 

Mr. Couurns. I think that is right. 

Mr. Fay. And it hoped that the units would have sense enough to, 
in turn, get that information to their local representatives? 

Mr. Couns. That is a fair statement; yes, sir. 

Mr. Fay. And, as such, those individuals had a constitutional right 
to petition their representatives? 

Mr. Coutuins. That would be my position. 

Mr. Fay. That that was their position as far as this legislation was 
concerned ? 

Mr. Cottrns. That is correct. 

Mr. Fay. And you see nothing out of ordinary or out of line or 
improper or illegal with such activities? 

Mr. Couns. No, sir; I do not. 

Mr. Fay. I take it, Mr. Singer, you are in accord with Mr. Collins 
on that? 

Mr. Srncer. I am; yes, sir. 

Mr. Fay. I have just a few items here, Mr. Chairman, that I would 
like to have introduced for reference in the record. 

I do not think that they need to be spelled out at thistime. They are 
letters addressed to all Members of the House and the Senate by the 
American Automobile Association. 

The Cuatrrman. The Chair will present the documents to you, and 
as you identify them I will ask the clerk of the committee to mark them 
as exhibits for reference. Just state for the record what the docu- 
ment is. 

Would you take them one at a time, if you will, please, sir? 

Mr. Srncer. Is it all right to have Mr. Netherton answer the 
question ? 

The Cuatrman. Either one. 
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Mr. Neruertron. Taking them in order, the first letter here is a 
copy of a letter sent to all Members of Congress on January 31, 
1956, transmitting a copy of the AAA Motorists’ program for better 
highways, and containing comments on that program. 

The CuatrMan. That may be made exhibit No. 3. 

(Exhibit No. 3 is in committee files.) 

Mr. Neruerton. The second one is a letter addressed to all Members 
of Congress, House and Senate, dated February 28, 1956, signed by 
Andrew J. Sordoni, president of the American Automobile Associa- 
tion. 

The Cuamman. It may be made exhibit No. 4. 

(Exhibit No. 4 is in committee files. ) 

Mr. Neruerton. This document is a letter dated June 11, 1956, 
addressed to the conferees on title I of H. R. 10660, and it expresses 
the position of the American Automobile Association with respect 
tothe issues before that committee. 

The CHarrMan. It will be exhibit No. 5. 

(Exhibit No. 5 is in committee files. ) 

Mr. Neruerton. This final item is a copy of a letter dated June 15, 
1956, addressed to the conferees on title Il of H. R. 10660, expressing 
the position of the American Automobile Association on matters before 
the committee. 

The CuamrMan. That may be made exhibit No. 6. 

(Exhibit No. 6 is in committee files.) 

Mr. Fay. Now, Mr. Singer, besides making contact, both by letter 
and personal contact, with the legislative branch, did you have occa- 
sion also to express your views to the executive branch; namely, to 
the President himself ? 

Mr. Stncer. Yes; our president sent a letter to the President of the 
United States, with a copy of our AAA program for highways. 

Mr. Fay. That was prior to the actual passage of the act, and 
that is while it was pending in the Congress here in January of 1955 
and 1956; is that correct ? 

Mr. Singer. There was a letter, Mr. Fay, in January of 1955, ad- 
dressed to President Eisenhower, and the subject was Ten- Year High- 
way Expansion Program. 

Mr. Fay. That is correct; and a similar letter was addressed on 
January 16, 1956 ? 

Mr. Stncer. Yes, sir. 

Mr. Fay. Anda letter to Mr. Hagerty, on January 13, 1956, and they 
expressed the views of your association with respect to this legislation ? 

r. Suycer. That is correct. 

Mr. Fay. Now, I inquired earlier there, with respect to campaign 
contributions, whether or not the association made any. Being a cor- 
porate entity, it had no legal right to make contributions at all; but 
fam asking you now whether or not within your knowledge the As- 
sociation or any of its officers were required or were interested in and 
did purchase tickets, as has been mentioned here, as contributions to 
either party ? 

Mr. Srncrr. Not to my knowledge. 

Mr. Fay. As far as you know, they did not ? 

Mr. Stncer. No. 

Mr. Fay. Mr. Netherton, did you know of any ? 
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Mr. Neruerton. I know of no instance in which that occurred. 

Mr. Fay. Just in conclusion, the only question I have, and I would 
like to direct it to Mr. Collins, is whether or not you have any sugges. 
tions with respect to your particular association, or the type of associa- 
tion which you represent, in connection with compliance with the 
Federal Lobbying Act or the Federal Corrupt Practices Act? 

Mr. Coruins. Well, I do not know as I have thought it through, 
Mr. Fay, but I would feel that the Association should not be required 
to go into and try to set aside the amount that may be involved in 
legislation from all of its other expenses. I think something may be 
indirectly connected with legislation. I think possibly when it is 
directly connected, if the act provided for that, it would be a simple 
matter to give Congress the information. 

I do believe that any particular representative of the association, 
such as Mr. Netherton, roe be required to register and state that 
he does represent the association. I have often wondered whether the 
information about taxicab fares and small sums spent in that manner 
is doing anyone any good. It seems to me if anyone spent over $50, or 
some other sum, you might want them to state that, but the other would 
seem to me to be just cluttering up the record. 

I have not thought this through, and I do not know whether this 
is doing you any good, but that is just a curbstone opinion. 

Mr. Fay. I appreciate it, Mr. Collins. 

That is all. 

The Cuairman. Are ther any questions? 

Mr. Arnold Petersen, will you come around, please, sir? 

Mr. Petersen, will you be sworn ? 

Do you solemnly swear that the evidence you shall give before this 
Senate special investigating committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Perersen. I do. 


TESTIMONY OF ARNOLD PETERSEN, NATIONAL SECRETARY OF 
THE SOCIALIST LABOR PARTY OF AMERICA 


The Cuatrman. Mr. Petersen, you may state your name and place of 
residence and your business or occupation. 

Mr. Petersen. My name is Arnold Petersen, Teaneck, N. J., and [ 
am the national secretary of the Socialist Labor Party. 

The Cuatrman. Where do you reside? 

Mr. Perrrsen. In Teaneck, N.J. 

The Cuarrman. Mr. Petersen, have you conferred with members of 
the staff regarding your testimony ? 

Mr. Perrrsen. I was in discussion with one of the gentlemen of the 
staff this morning on the general principles and program of the Social- 
ist Labor Party, but nothing that I remember that referred to this. 

The Cuatrman. I suppose you know the general purposes of this 
committee and its functions ? 

Mr. Perersen. Yes; Ido. 

The Cuarrman. You know, too, of course, under the rules you are 
entitled to have counsel present to represent you if you desire? 

Mr. Perersen. I have no counsel with me. 

The CuHarrmMan. You have waived counsel ? 
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Mr. Perersen. | beg your pardon ? 

The CHatrMAN. You waive the right to have counsel present ! 

Mr. Perersen. Yes, I do. 

The Cuarrman. Mr. Petersen, you have prepared, and I assume it 
was submitted within the rules, a statement that you wish to present 
to the committee, is that correct ? 

Mr. Petersen. I have submitted a statement. 

The Cuarrman. The Chair has read the statement and in the past, 
I may say to you, that where we thought in a prepared statement there 
is matter that was irrelevant to what this committee was considering 
and to its objectives, we have excluded that part. I have read your 
statement and I find that from the second paragraph on page 1 down 
to and including the first paragraph on page 3, it is not responsive 
to this committee’s objectives and its responsibilities it is charged with 
under the resolution creating it, and that part of your statement you 
will not be permitted to read. That part of the statement deals solely 
as I interpret it, with arguments in favor of socialism and it is not the 
purpose of this committee to determine whether socialism is good for 
the country or not good for the country, but to determine whether 
our election laws and our lobbying act are being violated and whether 
those laws can be improved with respect to campaign contributions, 
and so forth. That part of your statement to which the Chair has 
ruled, he has ruled as unresponsive, and it will be excluded. The rest 
of the statement is responsive and it may be read. 

Mr. Prerersen. May I ask, Senator, what parts shall I start with 
now ¢ 

The Cuatrman. The first paragraph of your statement according to 
the mimeographed copy that I have, is all right. That introduces it. 
Then beginning with the second paragraph down to and including 
the first paragraph on page 3 is just an argument for socialism and, 
therefore, it will be excluded from the record. Proceed. 

Mr. Perersen. As the representative of the Socialist Labor Party 
of America, at this hearing, I have carefully studied the 20 questions 
presented, although these questions, in the heading, are specifically 
addressed to the chairmen of the Republican and Democratic Parties 
only. Our answers to most of these questions would be either “no” 
or “no opinion,” or “not relevant” from the standpoint of the program 
and principles of the Socialist Labor Party, or meaningless as applied 
toour party and the workings of our organization. 

As to question nine, we do not believe that any limit can, in fact, 
be put on contributions by individuals, since experience has shown 
that those who are deeply interested in the election of a candidate 
will find ways of circumventing any law that may be enacted. 

The CHarrman. If you prefer to finish reading your statement 
hefore we question you, I will be glad to defer to your wishes. 

Mr. Prerersen. Perhaps that might be best. 

The Crarrman. All right, then, you may proceed. 

Mr. Perersen. As to question 11, we definitely do not believe that 
governmental subsidies should be extended to political parties, since 
this in practice would undoubtedly result in such subsidies being ex- 
tended to the so-called major parties, with little or nothing going to 
minorities. Let hypocrisy be thrown aside and let corporations 
frankly subsidize those politicians who are expected to serve their 





822 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


purpose, and let a party such as the Socialist Labor Party continue to 
make its appeal, and derive its support, from those who desire success 
to its principles and program. We are definitely opposed to any legis. 
lation that would arbitrarily deprive a minority of equal use of, and 
a opportunity” to, radio and television. This subject, as detailed 
under question 12, we shall deal with separately. 

As to question 12, we are strongly opposed to the suggested changes 
in the Federal Communications Act, listed as a,b,c, and d. We favor 
the retention of the provision in the Federal Communications Act, 315, 
as being equitable, that is fair and democratic. The proposed alter- 
natives would, in effect, limit the use of these mass-communication 
media (the “free air-waves”, i. e., a public property), for the existing 
majority parties, thereby conferring on these paties a monopoly of the 
air waves. Such a monopoly would actually “freeze” political cam- 
paigns into a contest between the two major parties (which we contend 
are essentially as one as regards social questions), thus preventing, or 
at least fatally retarding, the emergence of new political parties claim- 
ing to represent ideas and plans for improved or superior forms of 
government such as the Declaration of Independence envisages, and 
which that immortal document declared to be the right and the duty 
of citizens to present for adoption by the people. 

Such proposals to restrict the use of radio and television apparently 
stems from the notion that unless a candidate or political party has 
a certain following, access to the great mass-communication media 
should be denied to such party or candidate. Yet, it is only through 
the use of these mediums that a minority party or candidate in our day 
can hope or expect to attain majority status. 

We believe firmly that any proposal to confer a monopoly of the 
air waves on the major parties would be a wholly arbitrary and un- 
democratic denial of the fundamental rights of candidates to aspire 
to a successful election, and would similarly constitute a denial of the 
right of the electorate to hear and judge the merits of the platforms 
and views of minority party condidates. 

No American citizen has, or should have, a vested right in public 
office. And no man, or set of men, are capable of nor should exercise 
the privilege of deciding arbitrarily who should, and who should not, 
be heard by the electorate, if indeed we are concerned with principles 
and programs, and not with mere numbers. For these reasons, we 
repeat, the Socialist Labor Party is unalterably opposed to any change 
in the Federal Communications Act that would enable existing majori- 
ties to monopolize the air waves, and deprive minorities, possibly po- 
tential majorities, of the full and free use of radio and television 
facilities, on equal terms with the majority. 

It should be added here that even under the existing provisions of the 
law, the Socialist Labor Party has been grossly discriminated against 
by the radio and television stations and networks, and where we 
finally secured our rights, it was often after prolonged struggles with 
those in charge of these mass-communication media. And only 12 
rare cases have the Socialist Labor Party’s candidates been accorded 
“equal opportunity” with those of the major parties. 

Frequently we found it expedient to accept compromises such 2s 
accepting less time than given the Republican and Democratic can- 
didates, lest we failed to obtain time at all, or unfavorable hours 
would be given us, in contrast to the preferred periods given the major 
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party candidates. And too often local network outlets or affiliates 
would refuse to accept our candidates’ talks after they were submitted 
for release on full coverage by the networks. Again, local stations 
would arbitrarily change the previously announced time for release, 
after considerable sums had been expended to advertise the broad- 
cast at the original hour agreed upon. 

There is one more important question on which we desire to record 
our views, and that is the question of placing candidates of minority 
parties on the ballots in the various States. The situation that now 
prevails in this — can best be described as chaotic, and in many 
States as utterly arbitrary and un-American. In all but a few States, 
the requirements for placing candidates’ names on the ballot are ex- 
tremely difficult and costly, and in some cases utterly prohibitive, 
with every indication in such cases of the excessively restrictive elec- 
tion laws having been enacted for the sole purpose of preventing a 
minority party from placing its candidates on the ballot. 

Outstanding among such States is California, where 380,000 signa- 
tures on petitions are required to place a minority candidate on the 
ballot—a manifest impossibility for a minority party. Another such 
State is Ohio, where 400,000 signatures on petitions are required. 
And to make it absolutely certain that no minority party candidate 
shall qualify for a place on the ballot, that State has enacted a pro- 
vision in the law which makes it mandatory that all signers of peti- 
tions must be members of the petitioning party. And, as if this were 
not enough, an additional provision was enacted which requires that 
petitions could be circulated only by members of the party and that 
only members of the party could sign the petitions. This reduces the 
whole matter to an absurdity since a party with such a membership in a 
single State would hardly be a “minority,” within the common mean- 
ing of the term. 

It may be observed that the election laws in many States are fre- 
quently so vague or confusing that the officials who administer these 
laws find themselves unable to determine the proper meaning of par- 
ticular provisions. 

It is our contention that the present laws requiring impossible con- 
ditions for minorities to qualify for the ballot should be stricken from 
the statutes and that provisions should be made, within reasonable 
means of compliance, to enable a full and free exercise of the fran- 
chise in the American tradition of free choice in the matter of 
selecting those whom the American people wish to serve them. 

Much more could be added to expose the present ballot situation 
in the various States as wholly arbitrary and subversive of the intent 
and purpose of the founding fathers of this Republic. It is our hope 
that the committee which has been charged with investigating political 
activities, et cetera, will give careful consideration and thought to 
the facts and circumstances brought to its attention in the foregoing, 
and make such recommendations to the Congress as will result in 
relief to the aggrieved parties, and, speaking for ourselves, to the 
Socialist Labor Party of America, a political organization founded 
— and having participated in national and local elections since 

92. 

The Cuatrman. All right, Mr. Petersen. There are only 2 or 3 
things that I wanted to inquire about. You speak here of taking all 
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limits off of contributions. Do you think that would be an aid to 
minority parties ¢ 

Mr. i I am afraid I didn’t understand the question, 
Senator. 

The Cuarrman. You said here that you are opposed to limiting the 
amount of contributions. 

Mr. Perersen. I was speaking of Federal] subsidies. 

The CuarrMan. You say in answer to question 9: 

We do not believe that any limit can in fact be placed on contributions by 
individuals. 

Do you think that it would aid a minority party for limits to be taken 
off and to have no limitation ? 

Mr. Perersen. I don’t think it would affect the Socialist Labor 
Party in any practical sense. 

The Cuarrman. You do not think it would help it or it would hurt 
it? 

Mr. Perersen. It wouldn’t help, and it wouldn’t hurt. 

The Cuarrman. You spoke in the next paragraph and said: 

Let hypocrisy be thrown aside and let corporations frankly subsidize those 
politicians who are expected to serve their purposes. 

Would you say that should also apply to the labor unions or any 
other organizations as well as to corporations ? 

Mr. Perersen. Oh, yes; I don’t see any reason why not. 

The CuHarmman. I did not know clothes you were singling out 
corporations as such. ; 

Mr. Perersen. Of course, it is at least common talk that the corpo- 
ora do contribute heavily to the success of candidates that they 

avor. 

The Cuairman. Notwithstanding there is a law against it, you think 
that the corporations do contribute as such ¢ 

one Perersen. I don’t think they do it directly ; no; I don’t believe 
they do. 
he Cuarrman. You think they do it indirectly in some way ? 

Mr. Perersen. Yes, sir. 

The Cuarrman. Do you know how ? 

Mr. Peretsen. No; I don’t, Senator. 

The CuamMan. You cannot help us on that? 

Mr. Perersen. I beg your pardon ? 

The Cuarrman. Youcannot help us on that? 

Mr. Perersen. I am afraid not. 

The Cuarrman. You speak here again about equal opportunities for 
radio and television time. Now, I was interested in that. I did not 
know that there was any refusal on the part of radio and television 
stations to sell time to a minority party, if they wanted to purchase it. 

Mr. Perersen. We are speaking here now of the free time that the 
networks grant to the candidates of the other parties. 

, whe CxHatrMAN. In other words, where one party is granted free 
time ¢ 
_Mr. Perersen. And the other party must likewise be granted free 
time. 

The Cuarman. If he gets into a political talk, possibly the other 
party demands free time ? 

Mr. Perersen. That is right. 
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The Cuamrman. Then you think that your party should be given 
equal treatment ? 

Mr. Perersen. That is the law now, Senator. 

The Cuamman. But you say it is being circumvented. Would you 
have that apply to all minority parties? 

Mr. Perersen. Well, yes; I don’t see any reason for excepting any, 
if they are proper parties. 

The Cuamman. I am wondering about that. If your theory was 
carried out about minority parties, you want to reduce the amount of 
requirement to make them eligible to get their names on the ballot, 
and you want to reduce the number of petitions—I just wondered if 
we developed a large number of so-called minority parties how that 
time could be divided on the air. You would have free time all of 
the time from the time a campaign started until election. 

Mr. Perersen. I think that is a practical problem that the networks 
would have to work out. I don’t see that I can add any information 
on that point, Senator. 

The CuarrmMan. You could not help us on that one ? 

Mr. Petersen. I am afraid not. 

The Cuarmman. Well, we are looking for some help. I believe 
that is the only question I care to ask. Except I assume that you are 
going to cover certain aspects about the campaign contributions. 

Mr. Fay. I think Senator Goldwater particularly wanted to ask a 
question about the campaign funds. 

Senator Gotpwarer. Mr. Petersen, in how many States is your 
party active now ? 

Mr. Perersen. I would say upwards of 19 or 20 States. 

Senator Gotpwater. Twenty States ? 

Mr. Perersen. Yes. We have State organizations on a statewide 
level in about 14 States, and individual subdivisions in some of the 
other States, without a State organization. 

Senator GotpwaTer. You maintain an organized political headquar- 
ters and staff on a permanent basis. 

Mr. Perersen. We do. 

Senator Gotpwater. Is that just nationally ? 

Mr. Perersen. Nationally, and there are local headquarters througl- 
out the country. 

Senator Gotpwater. How many local headquarters ? 

Mr. Pererson. Somewhat over 100. 

_ Senator Gotpwater. What has been the popular vote your organ- 
ization has polled in the last elections? 

Mr. Perersen. I haven’t the exact figures but the last vote, in 1952 
I think it was, was 31,000-something, which, incidentally, I think, 
oe highest vote by any minority party, barring the Prohibition 

arty. 

Senator Goipwater. Is that more votes than you had had in the 
elections up to that time ? 

Mr. Prerersen. Well, it is more than in some years and less than it 
has been in others. 

Senator Gorpwater. That was 1952? 

Mr. Perersen. Yes. 

_Senator Gotpwater. That is a very small percentage of the total. 
Now, your statement to the committee shows that in this year you col- 
lected about $83,430. How many people contributed to that fund 2 
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Mr. Petersen. That I cannot say, but I would like to say this: Every 
contribution made, not merely to the national campaign fund, as we 
call it, but to every fund, operating fund of the party, the name of 
every contributor is published in our official organ, the Weekly People, 
whether it is 25 cents or whether it may be $100 or $500, as happened 
in this last campign. 

Senator Gotpwater. Could you give a guess as to how many people 
made up that $83,000 ? 

Mr. Perersen. I couldn’t possibly do that, because if I may be per- 
mitted I would like to say that we started our national campaign 
fund in the fall of 1955 and we have been collecting funds from our 
organizations and from our members and sympathizers ever since 
and up to the very end of the campaign. These contributions were 
all published in our official organ and I have a copy here which will 
show how all of these names are published in our paper. 

Senator Gotpwater. Could we have that paper for the record? 

The Cuarrman. What is the document that you have in your hand? 

Mr. Perersen. This is the official organ of the Socialist Labor Party, 
the Weekly People. 

The Cuatrman. We would like to have you file it with the com- 
mittee as an exhibit for reference, being exhibit No. 7. 

(Exhibit No. 7 is in committee files. ) 

Senator Gotpwater. Do you receive any funds from organizations? 

Mr. Perersen. None from outside organizations, other than our 
own. 

Senator Gotpwater. Did you ever receive any contributions from 
corporations ? 

Mr. Petersen. None. 

Senator Gotpwater. Any from labor unions? 

Mr. Perersen. None. 

Senator Gotpwater. Now, you are in an unusual position for a po- 
litical party. You have some money left. 

Mr. Perersen. I know. 

Senator Gotpwater. Was the extent of your efforts chiefly news- 
paper advertising ? 

Mr. Perersen. No, I wouldn’t say that. That was only a part of it, 
although I should add that in this campaign we did more in that way 
than we have done before. There was extensive advertising, full-page 
advertisements in the large dailies throughout the country. 

The Cuarrman. Are there any other questions? 

Thank you very much, Mr. Petersen. 

The Cuatrrman. Whois the next witness? 

— John C. Obert and Mr. Byron G. Allen, will you come around, 
please ? 

Gentlemen, do you solemnly swear that the evidence you shall give 
this Senate special committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Auten. I do. 

Mr. Opert. I do. 
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TESTIMONY OF BYRON G. ALLEN, OF ST. PAUL, MINN.; AND JOHN G. 
OBERT, OF HARVARD UNIVERSITY 


The CuamrMan. Will you each state your name and your place of 
resident and your business or occupation for the record, please! 

Mr. Osert. John C. Obert, city editor of the Park Region Echo 
Newspaper in Alexandria, Minn. I am presently on 9 months leave, 
study mg at Harvard University. 

Mr. AtLeEN. My name is Byron G. Allen, and my home is Detroit 
Lakes, Minn., and I am presently the State commissioner of agriculture 
for the State of Minnesota. 

The Carman. Gentlemen, have you conferred with members of 
the staff and know generally the line of interrogation to expect ? 

Mr. Auten. Yes; we have. 

The CuHamrMAN. Do you care to have an attorney representing you 
while you are testifying ? 

Mr. Aten. No, sir. 

The Cuarrman. All right, Mr. Counsel, you may proceed. 

Mr. Fay. Mr. Allen, I will direct my first question to you. 

Will you just briefly advise the committee of your connection with 
the experience of the raising of funds in Alexandria, Minn. ? 

Mr. Auten. Yes. I had a hand in the setting up of what has come 
to be known at the Alexandria experiment in campaign fund-raising. 

Mr. Fay. Will you just advise the committee what that experience 
was and how you conducted it? i 

Mr. ALLEN. Well, for a period of time, from 1948 until 1955, about 
the Ist of June, I was the Democratic committeeman for the State 
of Minnesota and a member of the national committee. During that 
period of time, of course, and prior to that in political activities, I 
was acquainted with the political alinements in Minnesota and I got 
to know a great many communities and newspaper people, and the 
like. In about February 1956, I was in Washington. Having read 
with interest the speech which Mr. Philip Graham, editor of the 
Washington Post, had made before the Advertising Council of America 
urging that organization to render as a part of its public-service 
program an advertising campaign to encourage the rank and file of 
people to contribute to the political parties of their choice, I was_ 
deeply interested. 

Through an appointment by Senator Humphrey, I called on Mr. 
Graham, at Mr. Graham’s request, and discussed with him the plan 
that he had in mind for the Advertising Council of America to make 
this broad appeal. In the course of that discussion, I explained to 
him that we had worked in Minnesota on a mass-appeal basis for cam- 
paign funds for the Democratic Farmer-Labor Party, which is affili- 
ated with the National Democratic Party, in our State, and told him 
some of what I considered to be flaws in the program that he had 
suggested to the Advertising Council of America. 

The comment was made by Mr. Graham that he wished that there 
was some place where a test might be made on a small scale to see 
gp a mass appeal would raise funds from the rank and file of 

ple. 

I might cite here that on the basis of that interview with Mr. 
Graham, the Washington Post and Times Herald, on February 23, 
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1956, carried an article describing the idea as that I had in mind and 
that I had expressed to Mr. Graham. 

The Cuatrrman. Would you mind if that article may be filed as ay 
exhibit for reference ¢ 

Mr. ALLEN. It is perfectly all right, sir. 

The CuarMan. It may be filed as exhibit 8 for reference. 

(Exhibit 8 is in committee file.) 

Mr. Auten. Upon my return to Minnesota, I got to thinking about 
the various communities in the State where one might find a radio 
station, a good newspaper, and possibly two good newspapers, in a 
community of approximately evenly divided sentiment as on Demo- 
cratic Party and Republican Party, and I decided that the city of 
Alexandria and Douglas County, Minn., would be a likely place for 
a test-tube experiment. 

Since I ak worked previously with the people on the Park Region 
Echo, I called upon that newspaper which, incidentally, is not a daily 
paper but a semiweekly and the largest one in the State. It is one of 
the largest ones in the Middle West. I met with the members of the 
board of directors, because this is a newspaper whose ownership is 
widely dispersed in terms of stock ownership by individuals in Douglas 
County, and the city of Alexandria. The board of directors became 
interested in making this an experimental operation. 

We also called upon members of the Republic and Democratic Party 
there, I did, and some contacts were made with a second and sinaller 
newspaper which has Republican leanings, and we called on a radio 
station which is owned by a Republican. 

But, at any rate, the newspaper editor assigned Mr. John C. Obert, 
who is present here today, to the project of carrying out the role of 
what the Advertising Council of America might do in a wide public 
appeal for the gathering of funds. 

Mr. Obert came to the city of St. Paul, where I am employed as 
State commissioner of agriculture, and worked with me for a period 
of about a week and he also worked with other political figures in our 
State capitol city, including members of the press and members of 
the Republican and Democratic Parties and developed a publicity 
campaign. 

Mr. Chairman, I think at this point it would be well if the question- 
ing would proceed with Mr. Obert, because he was chairman of the 
Douglas County effort to raise campaign funds for all political parties 
on an all-party basis, on the basis of a door-to-door canvass. ‘That is 
in one single operation. That is just like money for the Red Cros 
or the March of Dimes and some some other worthy public project. 

Mr. Fay. Would you then just briefly give the committee an outline 
= oo was done in order to achieve the results that were accomplished 
there 

Mr. Ozert. As Mr. Allen said, we contacted members of the official 
Republican family in Minnesota, and in St. Paul, before I returned 
to Alexandria, including the State chairman, John Hartell, and had 
him go over all of the material that I had written to date, and also 
spelled out any further plans that we had. 

He gave us his tacit approval to go ahead with the plan, and said 
that he would contact the Douglas County Republican chairman. 
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I returned to Alexandria and then approached the county chair- 
man of both parties, outlined the program and asked for their support 
and endorsement and received the same. 

We then called an organization meeting about a week later and 
there we ran into some difficulty which held up the entire experiment 
for almost 2 months. I do not know if the committee would care to 
vo into the reasons for it. 

Mr. Fay. You can just give us what was accomplished, and I think 
it would be more helpful. 

Mr. Osert. When the organiaztion finally began to take form, 
we held public gatherings and then attempted to appoint a bipartisan 
steering committee to head the campaign. On this committee we had 
3 cochairmen, 1 representing the Republican Party, 1 representing the 
Democratic Party, and 1 representing the independent voter. 

The Coamman. Who was the last one? 

Mr. Overt. The independent voter. 

Then we had two members of each party, each major party, on the 
committee, and the high-school adviser to the young Republican and 
the high-school adviser to the Young Democratic Club, and 1 Republi- 
can farmer and 1 Democratic farmer, and 2 independent women who 
happened to be members of the League of Women Voters. 

I served as general overall chairman. 

This committee worked to obtain volunteer solicitors for the drive. 
This, as I say, took a matter of several months because of some trouble 
that arose, and we finally got the thing going in the second week of 
May, on a very rainy, cold stormy night. We had 65 solicitors whom 
we paired up, attempting to match a Democrat with a Republican, 
or an Independent with a Democrat, or vice versa, and they went 
out into the streets of Alexandria, pounding on each door and ringing 
each doorbell in the neighborhood. 

I think later on I might submit as items here the national press 
coverage of this initial night of campaigning which was an over- 
whelming success. I think it was considered so by the members of 
the press from outside the community who watched it. 

The result was that 86 percent of all of the people contacted con- 
tributed to this campaign. 

‘Mr. Fay. Numerically, what did that 86 percent represent ? 

Mr. Oznert. I have this here. 

Mr. Fay. Just approximately. 

Mr. Osert. I think it was 435 out of 490 that first night, or some- 
thing like that. 

Mr. Fay. So that actually your teams literally had 5 people or 10 
people at the most to contact ? 

Mr. Osert. Yes. It took a little time. Each place they knocked, 
they had to go over the plan, and most people had a vague or pretty 
good idea of what it was about, but they had some questions to ask. 

The second night of the campaign, it was not as successful, but the 
third night we picked up a little, and the overall final percentage of 
response was 76 percent. We considered that very satisfactory. 

The thing we were trying to do was to finish the campaign before the 
summer resort season starts in Alexandria, which was why the 2 
months delay was so costly. As it turned out, the second night of the 
campaign fell on the opening day of fishing in our community, and 

84131—57——15 
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we lost our steam. If it had been conducted a month ahead of that 
time, I am sure it would have been even more successful. 

Senator Ture. If I may interrupt, you would not exactly blame the 
folks for being more interested in fishing than anything else in Minne. 
sota; would you? 

Mr. Overt. Not at all. 

Senator Ture. With our 10,000 lakes and good fishing, you would 
expect it to be so ¢ 

Mr. Osert. Yes. The problem was that very many of our good 
workers, from both parties, had weekend or week guests coming for the 
opening of the fishing season, and this continues throughout the sum- 
mer in our area, which is why we wanted to accomplish the whole 
thing in early spring. 

Mr. Fay. So that actually in spite of the obstacles that were raised 
to the program, you still came out with a 76-percent total result ? 

Mr. Onerr. Yes, sir. 

Mr. Fay. What did you have as an average contribution? Do you 
have an idea? 

Mr. Onert. We were trying to average $1 a voter, and we averaged 
a little better than a dollar a voter. 

Mr. Auten. Incidentally, Mr. Chairman, I think it would be of in- 
terest to have these figures in this, that the contributions ranged from 
8 cents to $100. There are many human interest stories to be told 
about these contributions. 

Senator Purrett. The population is roughly about 3,000? 

Mr. Auten 6300. 

Senator Purret.. You speak of 76 percent. How many people did 
you contact ? 

Mr. Arten. We only succeeded in contacting roughly 1,000 or so 
people. The 6,300, of course, includes women and children, and we 
were hitting the heads of the households almost entirely. We did not 
finish the campaign, as I say it stopped at that particular point. 

: Senator Purrett. But you contacted roughly about 1,000 house- 
10lds ? 

Mr. Overt. One thousand people. 

Mr. Auten. It would be really 1,000 families, approximately, which 
were contacted, because the campaign was from door to door, to the 
place of residence, in the evening, and there were call-backs as many as 
could be made; is that not true? 

Mr. Overt. That is right. 

The CuHarmman. Did you usually get a contribution from only one 
member of the family ? 

Mr. Onert. Very often they would get from both, or the head of the 
household would give $1 for both of them or he would give $2 for both 
of them. and in many instances a $5 bill, 24% apiece. It averaged out, 
because when we hit the less privileged side of town, the contributions 
dropped sharply to 25, 50, and 75 cents. 

Senator Purrett. I was very much interested because these per- 
centage figures are affected by whether if you called on one household 
and your 76 percent was on the household you got 3 contributions with 
a family of 3 voters. It would affect your figures. 

Mr. Oserr. The figures are by person asked. 
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Senator Purreti. Actually, you asked about 1,000 people, whether 
there were 3 or 4 in the particular household or not, and your per- 
centage is er. upon the people you asked and the people who 
contributed. 

Mr. Aten. The technique used was almost identical to that that is 
used in a similar small- or medium-sized Minnesota community on a 
ted Cross drive, or a March of Dimes drive, or Boy Scout drive, or 
something of that sort. 

Mr. Chairman, if I might give this information, the effort started 
out on this basis: People are interested in the political process; that 
people are concerned about the fear, at least, that the present methods 
of financing political campaigns can lead to an undue influence later to 
be exerted by the heavy contributors, or those seeking office or 
appointed to office. So this appeal was for an all-party fund to be 
distributed among the political parties in three categories: One-third 
of it to the national committees, and one-third of it to the State com- 
mittees, and one-third of it to the Seventh District congressional 
committees of the respective parties. The division was made on the 
basis of percentage of votes cast at previous elections. 

Now, it so happens that the margin in Douglas County historically 
is by a very out percentage Republican, so the Republican commit- 
tee received a little larger sum than the Democratic committee. 

Incidentally, Mr. Petersen’s party, the man who testified a moment 
ago, received a very small percentage of the vote in that community, 
but his party also received their portion and share, as was the case 
with all other splinter parties on the ballot. 

This money was given to finance the American political process 
rather than to support the party of the choice of the individual giver. 
However, in the course of the negotiations—and I attended a great 
many of those meetings at Alexandria when this was being set up— 
there were some who did not believe in giving a contribution that 
would go in proportion to the vote to the various political parties. 
They wanted to give directly to the party of their choice. And so the 
program was changed to bring that about. The people could give it 
to the all-party fund to be divided according to this formula, or they 
could give to the party of their choice. I think it would be interesting 
to the committee to know how many people insisted on giving it to the 
party of their choice. 

Mr. Oxsert. There were 20 out of the roughly 1,000 people 

contacted. 
_ Senator Ture. Mr. Chairman, if I might interject this at this point 
in the testimony, that I also, as a Republican, supported that test 
project in the county. I know my colleague, Senator Humphrey, did, 
and so it was a question of the leaders of both parties being in support. 
of the test project. I think that was one reason why you had so few 
express a preference of what party should receive the money. 

Mr. Auten. I am sure that is true—you and Senator Humphrey. 
John and I intended to make that point a little later, that your support 
by letter, which was published, and Senator Humphrey’s support, and 
some of the Minnesota congressional delegations’ support, and P. Ken- 
ueth Peterson’s, former chairman of the Republican Party, support, 
and the public statement of the State chairman of the Democratic 
Party, and others. 
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Senator Tre. I thought it was a very good idea to run this test. 
You only make changes, and wise changes, provided you proceed with 
a little research and a little study of any question. I thought this was 
a very worthy study and a very worthy undertaking. 

Senator Purrett. Would you permit one more question out of 
order? Because this is very interesting tome. I am most interested 
in the rest of your testimony, but I would like to find out whether you 
had any way of determining whether the sum total that you collected, 
using the method that you did, how that compared with the reported 
sums, if you had any way of fiiding it out, for the same purposes, when 
individuals were solicited by parties. 

Mr. Opsert. Yes, sir; I ies some rought generalizations on this, 
Our little pocket experiment, contacting only 1,000 people or so, re- 
sulted in 3 times as many people contributing to political campaigns 
than had ever contributed before in Douglas County, as far as we were 
able to determine. It was three times as many as the members of 
both parties who had contributed in the past. Now, we think this is 
very significant. We do not consider the amount of money raised as 
significant, for one good reason: This was the first time such an ex- 
periment had ever been conducted. We were not asking regular con- 
tributors to either party to give us their total contributions. We knew 
they wouldn’t anyway, and we couldn’t blame them for not doing it; 
so the result was that very many people who were accustomed to giving 
from $10 or $25 or $100 would give a token contribution to us in good 
faith, but retain the balance of their contribution for their regular 
party drives. So I don’t think that you can judge the merit or success 
of this program by the amount of money. 

Senator Purre... I recognize that; nor would I judge the results by 
the comparison of the sums raised, but I wondered, possibly out of 
curiosity but maybe more than that, what the comparison was. 

Mr. Goune! You mean in the amount of money raised? We raised 
$1,200 in 3 nights, contacting 1,000 people, and, generally speaking, 
as far as we were able to determine, it seems that the Republican Party 
usually raises around $3,500 in the entire county, and the Democratic 
Party $2,500 to $3,000. 

Senator Purtety. This did not embrace the whole county ? 

Mr. Osert. This was only part of the city of Alexandria. 

Senator Purrett. What percentage of the population of the county 
are in Alexandria? 

Mr. Osert. There are roughly 21,000 people in the county and 6,300 
in Alexandria. 

Senator Purreti. That is very interesting. 

Mr. Fay. Monetarywise, your percentage was almost equal to what 
the two parties together would get from the same number of persons! 

Mr. Osert. Yes, sir; I think that is a fair statement. 

Mr. Fay. How many people participated in the solicitation of the 
funds? Did yousay 65? 

Mr. Osrrt. Sixty-five the first night, and probably 40 the second 
night, and another 65 or 70 the third night. Now, these were often 
the same people, but not always. 

Senator Ture. I wonder if I might ask this question to try to get 
some further information: Did you have a check as to the number 
of people that had made political contributions in previous years, 90 
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as to get, percentagewise, the number of people that made a political 
contribution under this trial ? 

Mr. Ozserr. Yes, Senator. We did not have actual figures to go 
by, but we talked to both the finance chairman of the Republican Party 
and the finance chairman of the Democratic Party, in previous cam- 
paigns, and we were able to piece this together, that this was roughly 
three times the number of people who had previously contributed. 

Senator Ture. That was the important factor that I noted in the 
experiment. That was that you made more people politically con- 
sclous by a political contribution; and that is the desired thing to 
accomplish. The more people interested in a campaign, the better. 

Mr. AtteN. What is significant, Senator, is that the people con- 
tacted through heads of households represented a little less than a 
third of the population of the county. And yet three times as many 
contributors resulted from that less than one-third population con- 
tacted than had given previously to both major parties and the splinter 
parties. 

Senator Purreuy. Is it fair, also, to assume that since this is an 
experiment that many of them were treating it as such, and were 
reserving other funds, perhaps? If this were a standard method of 
procedure, they would have channeled more into this rather than 
reserve the right to make contributions to parties ? 

Mr. Ozert. That is right, sir. 

Mr. Fay. Did you consider the program was actually a success as 
far as the experiment was concerned ? 

Mr. Onert. We were extremely pleased with the results, and we 
had wished to continue and solicit the entire country, but at that late 
date we could not go ahead. 

Mr. Fay. Do you consider that the program is applicable as far as 
national parties are concerned ? 

Mr. Overt. Yes, sir. 

Mr. Fay. You think it could be conducted on a national scale? 

Mr. Oserr. Yes, but it would require more than we had. It would 
— enabling or encouraging legislation, I am certain. 

Mr. Fay. Why do you speak of legislation as being required ? 

Mr. Osert. One of the most frequent questions asked zy people 
contacted by our solicitors was, “What guaranty do we now have that 
ifa program such as this is adopted to raise necessary campaign money, 
it will prevent the heavy influence buyer from still making the big 
contribution?” In other words, “Is what we are giving only added 
cream to what they are already taking?” Our answer at that time 
was to point out the possibility of a bill such as the Johnson-Knowland 
bill, which would tighten up the law and make full reporting and 
full publication of contributions mandatory. That is oct we were 
telling them, and the idea being that if the program was set up on a 
national basis, theoretically at ery we figured it would raise enough 
money to pay all necessary campaign costs or very close to it. You 
could not prevent the heavy contributor from still making his con- 
tributions, but by full reporting and full publication, the man who 
accepted such a contribution in lieu of the money raised through the 
mass appeal would find himself on the spot, and a rather embarrassing 
Spot, we presume. 
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This answer seemed to satisfy most people, as the response per. 
centage would indicate. 

Mr. Atren. Might I break in to suggest that in your clippings yoy 
have an editorial from the Kansas City Star, which took the statistic) 
information which you gathered and projected that over the Nation, 
and they found that if a drive were made such as you make for the 
Red Cross, and such as you made in Alexandria for political pur- 

ses, if that were carried on a national basis, it would raise aroun 

2milliona year. That is if you projected this plan over the Nation, 
The Kansas City Star editorialized on it aad it was very much 
impressed. 

Senator Gotpwater. Just for political purposes? 

Mr. Auten. Yes, sir. 

Mr. Purretz. Organized as are these large drives, but predicated 
upon the results of your experiment, is that right? 

Mr, Atten. That is right. 

Mr. Chairman, I do not know how much you want here by way of 
questioning, but I suppose John Obert and I are rather filled with 
this, with a bit of missionary zeal here, and I think it might be helpful 
to the committee to point out another point or two. 

The Cuarrman. I would hope you would feel free to volunteer any 
suggestions, or any information that you think would be helpful to 
the committee. I am hardly prepared to question you much about it 
personally, and so that is the purpose of your being here. We are 
seeking information, and the enlightenment of how we may legisla- 
tively correct some of the conditions that are prevailing. 

Mr. Auten. The Congress of the United States over the years has 
chartered various national organizations, or given these organiza- 
tions the blessing of the Federal law and Federal Government and of 
the Congress. The American Red Cross is an example, chartered by 
Congress in 1900, and some other steps have been taken, and I think 
their present charter dates back to 1905. 

The National Foundation for Infantile Paralysis, which conducts 
the drive we know as the March of Dimes, and the American Cancer 
Society, and the Heart Fund, and all of these various things are the 
same way. They have been given their legal existence and the blessing 
of the Congress of the United States by the issuance of a charter. 

In turn, these various national organizations, and you could add 
the American Legion and other patriotic organizations, with the bless- 
ing of Congress and a national charter, these bodies are empowered 
to issue charters to the various States and, in turn, the State organiza- 
tions under the supervision of the national organizations and super- 
vision of the Congress of the United States, if you please, issues 
county and local units organizational rights. Funds are collected 
to be used for the purpose for which they were collected. Some of 
these funds are either taken into the national organization and reap- 
portioned back down to the State and local level, or as the money }5 
drawn up to the national headquarters part of the money is left at 
these various levels. 

In the conversation that I had with Mr. Philip Graham, and with 
the conversation that I had with these peonle in Alexandria, inelnding 
the chairman, Mr. Obert, the thought was this: If this local experiment 
proved that we had a feasible idea or plan that perhaps the Congress 
of the United States might be willing to charter a national organiza- 
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tion for this purpose, just as they issued by law a charter to the Red 
Cross and the other organizations that I have named. Then as States 
organized to carry out this program, meeting certain minimum re- 
uirements which might be laid down by the national trusteeship of 
the national organization chartered by Congress, or which might be 
laid down by law, then charters might be granted to the respective 
States and the charters so written as to meet the interna] needs or 
the peculiar political situation of any given State. 

As Dr. Alexander Heard of North Carolina, of the University there, 
who has testified before this committee and whose figures, I believe, 
were quoted before this committee, as he has said, in 1952 some $150 
million or so was expended in the American political process—if that 
is true then we know that there is as great a need for large numbers 
of contributions in small amounts for the financing of local 
campaigns for county office, and State representatives, and State sen- 
ator, and the State offices, and for congressional races, and for United 
States Senator races as are needed in the presidential campaign. 

Since the Red Cross and these various organizations give us an 
example of how the money can be handled, it seems to me that this 
committee might be interested in thinking about granting a charter 
to a national organization setup for this specific purpose. 

Incidentally, Mr. Chairman, this morning some testimony was given 
that interested me. A statement was made that several States grant 
income tax recognition to contributions made for political campaigns. 
I can say with great pride that our State of Minnesota passed the first 
law granting deduction from income for contributions made up to 
$100 a year. This same law recognized that money spent by a can- 
didate for office for which he was not reimbursed by some campaign 
committee, within limitations in accordance with the size of the office 
and the constituency to be reached, be granted as business expense, the 
money which he spent out of his own pocket in seeking office. 

I take great pride in that because our legislature led off with this 
type of legislation. 

It might be of interest to know that now a candidate for the 
United States Senate in Minnesota can expend $5,000 of his own funds 
and treat that as a business expense, $5,500 for United States Repre- 
sentatives to Congress, and $5,000 for campaign fund for the gover- 
norship, and $5,500 for other State office such as attorney general of the 
State, auditors, secretary of state, and the like. 

The Cuatrman. That just applies to the State income tax? 

Mr. Atten. That isright. 

The Cuamman. The Federal Government does not recognize that? 

Mr. Auten. No; I am speaking of the State income tax. That is, 
$500 for a member of the legislature, house and senate and one-fourth 
the annual salary for any other public office in the State, such as 
mayor of the city, county auditor, register of deeds, and the like. 
That is now the law in the State of Minnesota. 

I would just like to bring up this point. In 32 years as a country 
politician, I have found that as a party officer it is frequently difficult 
to go out and seek the services of leading people in a community to 
run for office. Fortunately, or otherwise, I have usually been con- 
nected with the minority party and they are the ones who get licked 
and the expense of campaigning is a deterrent to honorable people 
who want to run, and for worthwhile people. 
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It seems to me that it is as legitimate to advertise your wares jy 
terms of issues that you represent, and to treat their expenditures 
in that regard as a business expense as it is to permit deduction of 
advertising expense in the sale of hair tonic, or cigarettes, or something 
else. 

The Cuarrman. That is the way I felt about it, when I started to 
fill out my first income-tax return. 

Mr. AEN. I have a copy of the Minnesota State income-tax Law 
in that regard, and also the income tax reporting for which might be 
of interest to the committee. 

The CuHatrman. We would appreciate it if you would file it for 
reference, and it may be made exhibits Nos. 9 and 10. 

Exhibits Nos. 9 and 10 are in committee files.) 
enator Purretu. Do you have a flat percentage of income, or do 
you have surtaxes in addition to that ? 

Mr. Auten. Surtaxes and it is graduated. 

Senator Purre.y. The higher the income, the greater the portion 
that will be paid and whatever reductions will be made by the State? 

Mr. Auten. Yes, sir. 

Senator Purre.tu. How high do the surtaxes run in your State! 

Mr. Auten. I look that up once a year. 

Senator Purrexy. It does not run as high as your Federal? 

Mr. Auten. Oh, no. Minnesota has a higher State income tax than 
the average State, that I recall. 

Mr. Osert. Just for the record, I think it should be noted that this 
bill that was just introduced as an exhibit is the product of Mr. Allen’s 
imagination. 

The Cyaan. We will give him full credit for it. 

Are there any further questions ? 

Mr. Fay. I have no questions. 

The Cuamman. Do you have anything further that you would like 
to suggest or recommend, either of you ? 

Mr. Auten. I have 1 or 2 points, Senator, that I would like to make. 
As I said a moment ago, I have been in political life for 32 years, 
and usually with a minority political party; 16 years of that was in 
the State of Iowa, and the last 16 years in politics in the State of 
Minnesota. I have made political activity an avocation because it is 
a very unreliable vocation. It has been a hobby and I have enjoyed it. 

Now then, in the course of these several years in political activity, 
I have been a party officer and I have spent so many months out of each 
year or portions of those months in an effort to recruit candidates 
for public office and I have moved from community to community 
to get people to run for State office, for congressional office, for State 
legislative posts, for county offices, and the like. 

I am astounded, sometimes, at how irresponsible our political parties 
have become. Perhaps they were always this irresponsible. The polit- 
ical people will meet in a congressional district, a district convention, 
and encourage some very worthwhile citizen to become a candidate 
for Congress. 

To assure those people that their organization is such that they can 
go out and raise an ample campaign fund, and then because of poor 
organization structure and the like, the well-meaning people contract 
for newspaper advertising or get some printing done or rent a hall 
or incur some expenditure as they do, thinking the money is forth- 
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coming, and at the end of the campaign the very well-meaning pro- 
fessional man, or housewife or businessman or farmer who has been 
drafted to seek office finds himself defeated and at least he is morally 
obligated for several thousand dollars. 

It seems to me that we have always been frustrated then when we 
went back and urged that particular man or woman with this back- 
ground of experience to run and seek office the second time. You have 
to go out then and find another sucker to run. In my study of these 
problems, I find that too often you do not get the person to run in 
the community, particularly as a candidate of the minority party, 
not the first choice candidate in the community for a given post but 
the second or third or fourth or fifth choice person and prevail upon 
him to run. 

One of the reasons that I think it is difficult is the financial irre- 
sponsibility of political parties at the National level and often the 
State level and very often even at the local level. For example, the 
Democratic Party now has a huge deficit, and probably the Republi- 
can National Party has too, I do not know. 

But I know that many party organizations, both Republican and 
Democratic in Minnesota, at the local level, particularly the county 
and the congressional district levels are confronted with deficits. 
Either the people who rendered the services like the printers and the 
like are going to hold the bag, so to speak, or some candidate is going 
to have to bury a very dead horse. 

In the course of legislation such as our Corrupt Practices Act and 
all, the Congress and the various State legislators are elected in terms 
of restrictive legislation. They rarely legislate in terms of directive 
' or permissive legislation. The Corrupt Practices Acts are based on 
the theory that we are not going to permit corporations or labor unions 
or some other group to take a certain type of part in the political life 
of the country, and we are going to limit the amount of expenditures. 
The net result is that these limitations are so unrealistic that the work- 
ing politician has to at least be a good white liar in making his returns 
tothe Secretary of State or to the office of the Clerk of the House or the 
Secretary of the Senate. 

It has occurred to me, therefore, Senator, that both the State legisla- 
tures and the Congress of the United States ought to look at the 
Marquis of Queensberry rules as rules of politics. The law ought not 
to be restrictive, but it ought to be directive, that political contribu- 
tions and expenditures of candidates ought to be put at Jeast on the 
same high level as supporting the Boy Scout movement. 

You can deduct for income taxes if you contribute to the Boy Scout 
movement. Somehow it seems to me that people who render their 
community service in the political field ought to be given some recogni- 
tion for their expenditures because that is for the public good and the 
public welfare just as is the Boy Scout movement. 

It seems to me that when a person seeks public office, and almost 100 
percent of those people are well meaning at least, and usually people 
of high purpose, that their expenditures to present issues and to 
present a comparison of qualifications of candidates ought to be treated 
as a legitimate business expense and perhaps an educational expense. 

In other words, our political campaigns, crude as they are, are only 
a form of adult education on the issues of today. 
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The CuHamman. That is what I have been finding out. 
Mr. Auten. I think that one step that could be taken of a positive 
iece of legislation would be this type of thing: If the Congress of the 
United States and public opinion is not ready to make a direct contri- 
bution out of the Federal Treasury to the parties, at least the general 
public, I feel, are ready to contribute if they are approached in the 
right manner and in the right spirit. That is the reason that I would 
strongly recommend the implementing of this Alexandria experiment 
on a national basis through a congressionally chartered or federally 
chartered organization to Rivest these operations and to see to it under 
congressional direction that the money is properly and judiciously and 
honestly raised and accounted for and expended. It seems to me that 
that is the type of positive legislation or directive legislation that 
would be most heipful and is sorely needed and wanted by the Ameri- 
can people. 

The Cuamrman. You would also recommend that we enact some 
legislation to permit income tax credits or deductions for reasonable 
contributions ¢ 

Mr. Auten. That is right. 

I might just, in closing, say that the Democratic Party of Minnesota 
has also started another experiment. 

We have created a smal] foundation within our own State which 
is known as the Minnesota Foundation for Political Education but 
which ought to bear the name, “The Democratic Party Foundation for 
Political Activity.” But because of these restrictive An that we have 
on the Federal basis, on the State basis, such a name would throw a 
cloud upon our efforts. Soin the name I suppose we have used weasel 
words to get around the restrictive Federal and State legislation. 

But the purpose of this foundation is to develop a system such as 
we now find in Britian and Scandinavia wherein the political parties, 
in Sweden for example, and in Great Britian, have a foundation sup- 
ported and financed, an adult education program, and I am sure that 
the committee does not have time at this particular hour to permit me 
to go into a long dissertation of the work we have done. 

I will just summarize by saying that we have been working on 
programs not of campaign season lectures or pictures, but an education 
program supported by this foundation, oe as grants to study this 
program. For example, making a small grant to this woman who 
studied the party system in Great Britian and brought back a report 
on that. We are in hopes we can try that experimentally in one con- 
gressional district. We have granted some newspaper honors and 
awards for reporting and for educational programs conducted by news- 
papers and the like. 

At any rate, if it would be of interest to this committee and as a part 
of the record, I have photostatic copies of the articles of this foundation 
which set out rather clearly the prepere 

The Cuamman. That may be filed as exhibit No. 11 for reference. 

(Exhibit No. 11 is in committee files.) 

(Senator Thye entered the hearing room. ) 

The Cuarrman. Is there anything further gentlemen ? | 

Senator Gorpwater. When you propose legislation of this type, 15 
it your thinking that the enactment of it, and acceptance of it by the 
States would preclude any individual from giving any amount that he 
cared, up to the legal limit? 
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Mr. Aten. How was that Senator? 

Senator GotpwatTer. In your proposal of this legislation to set up 
by charter this type of organization to collect these funds, is it also 
your thought that the establishment of this organization and accept- 
ance of it by the State would preclude any individual citizen from 
siving any amount he cared up to whatever might be the legal amount ! 
' Mr. Avten. You mean directly toa political party ¢ 

Senator Gotpwater. Yes; or candidate. 

Mr. Auten. No. I just feel this way, that at the present time, a 
very very small percentage of the American people contribute to 
political parties, candidates or political cause, and that we ought to 
reach out and make this type of giving universal. And to make it 
universal and make it the dignified act of any good citizens to con- 
tribute to the political process ought to be encouraged by law, and that 
we should implement it by setting up the machinery to make it feasible 
and possible and that we have done that for other public causes, such 
asthe Red Cross and these others that I have mentioned. 

We can also do that for the political process. In that way you will 
reach the rank and file of people, the small donor, many large donors 
in fact. 

The reason I feel that our system breaks down going out to the rank 
and file and getting them to contribute directly to a political party is 
this: There are very many people who are sbatiteall to divulge their 


party affiliation. For example, in the Alexandria experiment, I stood 
around the outer edges one evening with solicitors and listened to the 
conversation. Senator Thye, these solicitors approached a man who 


isunder State civilservice. Hesaid: 


My, I am delighted that I can give to a fund that will be distributed in the 
manner that has been told about in the Park Region Echo newspaper because 
I have felt for many years I should contribute to a political party but I have 
been reluctant to do so because I am a civil servant under the State system. 

Senator Turse. Mr. Chairman, if I might add to that remark of 
Mr. Allen—that is very true. I have had people who have stated to 
me the embarrassment of trying to give to a political party because 
they are under civil service and they never knew when they might be 
questioned and when they would find themselves involved under the 
Hatch Act. 

Mr. Atten. That is right. 

Senator Ture. For that reason, such a method of permitting them 
to contribute would eliminate any question of their doing it in viola- 
tion of the Hatch Act. 

Mr. Aten. We also found a young man in a professional office with 
some older men. His political affiliation to that party to which he 
wanted to affiliate was contrary to the beliefs of the seniors in his firm. 
He was very reluctant to give to the party of his own choice for fear 
the senior members of the firm would not like it. He expressed him- 
vlf on that evening of the drive and said: 

I'm delighted to have an opportunity to contribute to the political process 
vithout being forced to identify my contribution with either of the major parties. 
_ Then in Minnesota I suppose we have a higher percentage of strictly 
independent voters than most States. It is thought in our State—I 
think Senator Thye will agree with me—that 35 percent at least of 
our people are independent voters. There is a percentage of independ- 
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ent voters in all States. Recent elections indicate that. And these 
people can be reached. Whereas you can’t go out door to door and 
ring bells and raise money for either the Republican or Democratic 
Parties in most any community because you cannot identify exactly 
who those people are in too many instances, and your solicitors are 
affronted or rebuffed many, many times. 

It is not our thought that people will not continue to contribute to 
political parties as they have in the past but this will reach a large 
number, and perhaps in time it might be found that this would be the 
proper and right way to gain contributions for the whole process, but 
I shouldn’t think it should be that at the outset—it would still be too 
experimental—any more than you would say that any money contrib- 
uted for a national or local disaster must be channeled through the Red 
Cross. But it seems to me that this would be a beginning and that 
much would be learned by the Congress of the United States about de- 
veloping directive legislation, permissive legislation, and in fact, re- 
strictive legislation, from the experiment. 

Senator Gotpwater. In your studies on this subject I imagine you 
took into consideration the sum that was mentioned by Doctor Heard, 
I believe, which ranged from $150 million to $200 million. Have you 
taken into consideration the fact that the two national committees 
in their reports will show a total of something around 7 to 10 mil- 
lion dollars? I don’t know what the total of the reported fund by 
senatorial congressional delegates would be, but as a wild guess | 
don’t imagine it would exceed that. So that we can say that for 
Federal office the monies that are reported are something under $20 
million. Now that still leaves us with 130 to 180 million dollars that 
is raised someplace, somehow, for candidates for sheriff, for State 
legislatures, for county recorders and county attorneys. 

In your studies have you found when you get to the level of the 
county and State office that those candidates depend substantially 
on what we call large gifts, or do they go out and get their money 
from these types of contributors you are interested in? 

Mr. Auten. You will find both kinds. For example, a man running 
for the State legislature in Minnesota who comes from a sparsely 
settled rural area such at Roseau County—Senator Thye, you are thor- 
oughly familiar with that county—he might go out and expend $100 
to $1,000 to get elected, according to how much opposition he might 
meet. In very many instances that person would pay most of his 
own campaign expenses or perhaps the friends would gather together 
and contribute some. Perhaps a party organization might, partic- 
ularly in some other State or in Minnesota, on occasion contributes 
some. 

But you get into an urban area where so much more is expected 
of you in terms of advertising and that sort of thing, that is where 
you find the large contributors to State legislative campaign funds. 
Of course that is true for county oflice or mayor. For example, how 
large sums of money are expended in the cities of St. Paul, Minne- 
apolis, or Duluth, in every city election. And you have thousands 
upon thousands of people to be contacted and no individual citizen or 
a very few individual citizens would be able to put up their own 
campaign fund and run for mayor of the city of Minneapolis or for 
sheriff of Hennepin County in which county Minneapolis is located. 
That is true throughout the country. 
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So you have to have large contributors at the local level of the 
Government. 

Senator Gotpwater. The thing I would like to get at, and I don’t 
have any figures to answer the question, what I am getting at 1s 
that we do have a rather large base in this country that contribute 
to political campaigns if we forget the presidential, the senatorial, and 
the congressional elections. I don’t think the problem, I never have 
thought the problem was quite as acute as it has been painted to be. 
[have raised a lot of money, and I would say most of it comes from the 
$10 and under giver for the State and county offices. You get into 
bigger campaigns, yes, you get into bigger campaigns, and you seek 
larger donors. I do not think we ought to leave the impression that 
the country’s political machine is run entirely by the contributions 
of a thousand dollars and up. I think exactly the opposite is true. 

Mr. Auten. I think that would vary by States and communities. 

Senator Gotpwarter. I agree with you that we should oa 
the broadening of the base. I am not criticizing your program. In 
fact, we co ied yours, and tried it in one legislative district in Arizona, 
and we did'a little better than you did. We are very pleased with it. 
I don’t think we ought to leave the impression that the American 
politician is controlled from the courthouse on up. We hear so much 
about large contributions. You have been in politics, and I have been 
in politics, and you know the large contributor is rather a rare individ- 
ual in this country. 

Mr. Overt. Senator Goldwater, I might comment on the situation 
inour county and I presume this is quite common in Minnesota’s agri- 
cultural area. Here it has not been a question in the past of the few 
people who make up the contributors seeking influence or anything 
else. They are simply easily available. Over a period of years they 
have become used to giving. I don’t think it is night. It is too easy 
totap the old reliable source. It is victimizing them. 

Senator GotpwaTer. We call that the “sucker list” and it prevails 
inthe Red Cross, the YMCA, the YWCA, United Fund drives. Any- 
body who has ever raised money has a list of a hundred names he can 
contact by telephone. Now what you want to get is the fellow who 
will get out and beat the pavement and get the fellow who possibly 
doesn’t have a telephone. 

Mr. Ozert. That is right. 

Senator Gotpwater. I agree with you 100 percent. 

_ Senator Toyz. I was going to say Mr. Chairman, that the main 
importance of this particular experiment is that you go out into the 
township areas, you take the folks on every township road, because 
you have organized a team and that team of people will cover every 
county or every township within the county as well as the villages. 
In that manner you will get Mr. Smith out on the back 40 who never 
has been contacted before for a political contribution. 

Mr. Auten. I would like to say in answer to Senator Goldwater, 
while I think he put it in the form of a question, I am extremely 
— of having been a politician for 32 years of my life. I have been 
icked many more times than I have won. Senator Thye licked the 
daylights out of me one time in Minnesota. 

Senator Ture. It wasa clean campaign. 

Mr. Auten. It was a clean campaign. I was proud and you were 
proud. We both went out and stumped the State and had a grand 
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time doing it. The term “politician” to me I think is as high in my 
esteem as being a Methodist Sunday school teacher or Boy Scout 
troop leader. All three are forms of community and public service. 
But the thing that astounded me and led to the preparation of this 
income-tax bill was this: I was a member of the Democratic Nationa] 
Committee. My wife was chairman of the Becker County Minnesota 
Heart Fund drive. One day she came to me and she said, “Barney, 
are you going to the Twin Cities soon!” Our home is 210 miles away, 
Isaid,“No;lamnot. Why?” She said, “They are calling a meeting 
of all the county chairmen of the Heart Fund drive at the University 
of Minnesota at the Variety Club Heart Hospital, and we are going 
to have a 2-day school of instruction on how to go home and do a 
better job of conducting the fund drive.” 

I said, “Elsa, that is your form of public service and I think you 
should go.” She said, “I hesitate to go and spend that money.” We 
don’t have relatives in the Twin Cities where you can get free room 
and board. 

So she did go to the Twin Cities by train, stayed in the hotel, used 
taxicabs and the like. It so happened about 1 week before I had 
traveled to New Orleans, La., to attend a meeting of the Democratic 
National Committee which was my form of community service. When 
she came home from Minneapolis from attending the Heart Fund 
Drive, Elsa said, “I have a great surprise.” I said, “How is that?” 
She said, “Look at this form: I am to record on this my traveling 
expense, my hotel bills, taxis, telephones, and the like, and I will 
either be reimbursed by the Heart Fund Association of Minnesota, 
nationally affiliated, or we can use any part or all of this expense as our 
contribution to the Heart Fund drive, and it is deductible for income 
tax purposes.” 

I had just returned from New Orleans to attend the Democratic 
National Committee meeting and had spent the money out of my 
own pocket because I assure you the Democrats of my State are always 
broke, as they are nationally, and I couldn’t deduct 1 cent of it as 
income tax deductible expense as a community service for my attend- 
ance at the Democratic National Committee meeting. 

So within a few weeks’ time I was busy drafting the law which is now 
part of the record and presented it to the Minnesota Legislature. In- 
cidentally, John Obert’s campaign in this regard led to the granting 
of a Nieman fellowship to him at Harvard University where he is now 
studying. I think that indicates a bit what public esteem our Alex- 
andria experiment was greeted with by the public all over the Nation. 
His newspaper won the American Political Science Association na- 
tional award for this Alexandria experiment. I think that is an 
indication of what political science thought of this experiment and 
of the subject matter which your committee is probing. 

Senator Purretu. Is there a continuing organization such as you 
set up in Alexandria to conduct this experiment? Is it your inten- 
tion to continue that in some form of organization so that you may 
benefit by what you have learned in the past election and then 
use that perhaps to do a better job at the next coming election ! 

Mr. Overt. No, sir; not until Congress acts. 

Senator Purrety. Do you feel that your recommendations are 10 
such form now and in such final form that you are ready to submit 
them to Congress to act? 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 843 


Mr. Oserr. No, sir; they are rather hazy. We figured that you 
people know far more about drafting such legislation than we do. We 
have offered our rough recommendations. We hope some action will 
be forthcoming. I assure you if it is, Alexandria will reorganize and 
goafter this thing again. 

Senator Purteti. You have no continuing organization ? 

Mr. Osert. We cannot sir, because of the way we conducted the first 
drive which was with more or less of a pledge that the Johnson-Know- 
land bill would be enacted, as it looked at the time, as sponsored by 
some 80 Senators as I recall. It looked good. We could not go back 
to them again until something of this sort was passed. 

Senator Purre.u. Mr. Allen, one of the things we are concerned 
with here is whether there should be a limitation in the amount allowed 
legally at the national level. Have you any idea you wish to express 
about that? And would you put a limit on it? 

Mr. Auten. I differ with my friend, Paul Butler, who testified this 
morning. I am not so sure that anything is gained by limitations 
because historically the various State legislatures and the Congress 
of the United States have not kept the Corrupt Practices Act on a 
Federal basis and on a State basis up to date and immediately the 
politician uses all kinds of subterfuges to get around it. I have helped 
to do it. I have helped organize Red Haired Stenographers For 
President Club to get around this limitation, or Left Handed Golfers 
Committee. 

It seems to me that these atertuae are immediately engaged in 
and I see no reason for limitations. I think that the best is to make 


the public aware that responsible people are handling their money and 
expending it judiciously and honestly in a fair political campaign, and 
people give with great confidence to these national organizations that 
we have enumerated here. People often say to me in Minnesota when 
Tam around soliciting money for my political party, “What becomes 
of all this money?” ‘There is a feeling that somebody maybe puts it 
in their pocket. Too many — campaigns are conducted on the 


basis that when Ed Thye and I were contesting with one another that 
Ed Thye was a bad man and I was a good man, or vice versa. 

The newspapers are prone to blow up anything of a sensational mat- 
ter and leave the issues out. I think that we have to struggle to gain 
the confidence of the American people in the political process that we 
have in this country. I think we can do it by leaving off these restric- 
tions and make the public be sure that the money is going to be ac- 
counted for and they can find out who gave it and how it is to be spent 
if they are interested. 

Senator Purrett. Would you apply this same thing to primaries? 

Mr. Auten. The primary problem presents a very difficult field in 
which to work because it varies so State to State, the primary process. 
In the one-party-States a primary is the equivalent of election as a 
rule. That is the reason I have felt all along that any national foun- 
dation that was set up to raise money would have to issue their charter 
State by State for the pattern of returning the money to the State on 
the basis of the local situation and what would best meet the local 
situation. 

And in the primary field I would suspect that except for the Fed- 
eral offices, it is a State matter and they will have to deal with the situ- 
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ation State by State. Perhaps some reasonable limitation on the 
basis of so many cents per voter in a State would be flexible enough 
where you might make limitations in that manner. 

But I think political parties ought to be made responsible organi- 
zations and institutions and all these various volunteer-committee 
methods destroy the political parties as such and tend to make nobody 
responsible for anything. 

Senator Purrett. Thank you. 

The Cuarrman. Gentlemen, thank you very much. We appreciate 
your time and contribution. 

Mr. Carl Huhndorff, Mr. W. G. Flinn, Mr. John T. O’Brien, and 
Mr. George R. Nelson, will you come around please. Will you gentle- 
men be sworn. 

Do each of you solemnly swear that the evidence you shall give 
before this Senate special committee will be the truth, the whole truth 
and nothing but the truth, so help you God ? 

Mr. Hunnoporrr. I do. 

Mr. Firyn. Ido. 

Mr. O’Brien. I do. 

Mr. Netson. I do. 


TESTIMONY OF CARL HUHNDORFF, DIRECTOR, MACHINISTS’ NON- 
PARTISAN POLITICAL LEAGUE; W. G. FLINN, SECRETARY-TREAS- 
URER; JOHN T. 0’BRIEN, COORDINATOR; AND GEORGE R. NELSON, 
GRAND LODGE REPRESENTATIVE, AND LEGISLATIVE DIRECTOR, 
INTERNATIONAL ASSOCIATION OF MACHINISTS 


The CuarrMan. Will each of you identify yourself for the record by 
stating your name, your place of residence, and your business or 
occupation. 

Mr. Huunpvorrr. My name is Carl Huhndorff, director of the Ma- 
chinists’ Non-Partisan Political League. Our office is at 1300 Con- 
necticut Avenue. I live in West Hyattsville, Md. In addition to 
being the director, I am also the research director of the International 
Association of Machinists. 

Mr. O’Brien. My name is John T. O’Brien, coordinator of the Ma- 
chinists’ Non-Partisan Political League. My address is Alexandria, 
Va. 

Mr. Furnn. W. G. Flinn, secretary-treasurer, Machinists’ Non- 
Partisan Political League. My residence is Silver Spring, Md. 

Mr. Nexson. George Nelson, grand lodge representative assigned 
to legislative and other duties, International Association of Machinists, 
room 904, 1300 Connecticut Avenue. I am a resident of the District. 

The Cuarrman. Gentlemen, do you have a prepared statement ? 

Mr. Huunporrr. Yes, sir. 

The Cuarrman. Has it been submitted in time? 

Mr. Fay. Yes. 

The Carman. The chairman will not object to it. I will have to 
rely on advice of counsel. 

Mr. Fay. It meets with the requirement of the committee. 

The Cuarrman. Is there matter in there that is not pertinent to 
what the committee is investigating ? 

Mr. Fay. There is not. 
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The Cuamman. All right. Would you like to read your statement 
in full now or would you prefer to just have it printed in the record 
at this point and you highlight it ? 

Mr. Hunnporrr, | aan prefer to read it, Senator. 

The Cuarrman. All right. 

Gentlemen, we are running a little short of time and I am not com- 
ylaining at all. The chairman is prepared to stay until 6 o'clock. I 
Soe we might get through sooner. 

You may proceed to read your statement. 

Mr. Huunporrr. My name is Carl Huhndorff. I am director of 
the Machinists Non-Partisan Political League, the political action 
associate of the International Association of Machinists. 

The Machinists Non-Partisan Political League believes that the 
investigation of this subcommittee can be a constructive and worth- 
while effort. We, like other groups of American citizens, will be in- 
terested in the results of your investigations, not only into the col- 
lection and use of funds contributed by union members for political 
activity, which this year amounted to a little more than a half-million 
dollars, but also into the collection and disbursement of those funds 
which raised total contributions for political activity in the last na- 
tional election campaign to the $10 million mark. 

The Machinists Non-Partisan Political League is the political action 
organization of the members of the International Association of 
Machinists, and I believe that a brief background on the latter organ- 
ization will be helpful to an understanding of the reasons for and 
the operation of the league. Briefly, the International Association of 
Machinists is one of the older as well as one of the larger labor unions 
in the United States. It was founded in May 1888. It has always 
been aware of and interested in the citizenship activities of its mem- 
bers and their local unions. Throughout its life its members and 
affiliated local lodges have been active in a variety of legislative and 
political programs at its various levels of organization. In the main, 
however, such activities were sporadic and were undertaken to meet 
specific problems as they arose in gaining needed social and labor 
legislation. Conventions of the machinists union went on record in 
1924, 1936, and 1940 as endorsing national political candidates. How- 
ever, it is fair to say that prior to 1947 the International Association 
of Machinists had no formal and continuing program of political 
action. 

The lack of attention and emphasis on political action prior to that 
year was based largely on the belief that each IAM member would 
automatically feel his obligation as a citizen to investigate the issues 
at stake, to judge competing candidates in the light of those issues, 
and to vote according to his own best interests and the best interests 
of the working people of this country. 


IMPACT OF THE TAFT-HARTLEY ACT 


The enry a in 1947 of the Taft-Hartley Act focused the 


attention of the [AM and the rest of the labor movement on the un- 

pleasant fact that in the absence of some regular sources of information 

concerning issues and candidates, the members of the IAM and labor 

generally were falling victim, along with their fellow citizens in other 

walks of life, to a carefully prepared plan for harassing and restrict- 
84131—57-——16 
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ing the labor movement and frustrating the legitimate objectives of the 
American people. 

It should be noted that the Taft-Hartley Act and supplementing 
legislation at the State level did not just happen. It was the result of 
a carefully prepared and well-executed campaign to place in the 
State legislatures and the National Congress a majority of representa- 
tives who would favor restrictive labor legislation. For example, in 
the nearly 6 months which preceded the passage of the Taft-Hartley 
Act in 1947, 11 States adopted so-called right-to-work laws which 
depended for their full effectiveness upon the passage of Federal 
legislation giving restrictive State laws priority over national 
legislation in the single field of union security. 

The International Association of Machinists was quick to react 
to the conditions and requirements of the Taft-Hartley Act in every 
respect. In spite of its expressed opposition to the passage of the 
Taft-Hartley Act, the international union filed the necessary financial 
statements and its officers filed the required non-Communists affidavits 
shortly after the act became effective. 

The union was also quick to face the problems arising out of the act, 
including the restriction on union political activity which resulted 
from the act’s amendment of the Corrupt Practices Act. Within a 
few weeks after the passage of the Taft-Hartley Act the IAM had 
sought and obtained the advice of competent counsel as to the meaning 
of the restrictions on labor’s political activity and the means by which 
the machinists’ Union could function in the political sphere while re- 
maining in compliance with the act. 

This sudden interest in political action by the LAM, a labor organiza- 
tion which had paid little attention to that type of activity in the past, 
is indicative of the effect of the Taft-Hartley Act on the labor move- 
ment. As I stated earlier, the act focused attention upon the price 
IAM and other labor unions paid for inattention to politics; namely 
the success of groups unfriendly to the American labor movement in 
hamstringing and harassing labor unions by legislative means. 

Acting upon the advice of the attorney whose counsel their organiza- 
tion had sought earlier, a group of officers and members of the ma- 
chinists union who were in Washington, D. C. organized the Machin- 
ists Non-Partisan Political League in late November and early Decem- 
ber 1947. They took this action in the firm belief that they had an 
obligation to provide within the framework of the Taft-Hartley Act 
information and financial assistance to union members as they sought 
to elect their friends to public office. Shortly thereafter, a number of 
leagues were formed throughout the country. 

It is important to understand that the opponents of organized labor, 
by shifting their emphasis from the bargaining table to the legisla- 
tive and political arenas, had made political action an integral and 
important part of union activities. This is true because laws like the 
so-called right-to-work laws, now in effect in 17 States, are designed 
to offset legislative action gains negotiated with management at the 
bargaining table. 

For the first 5 years of its existence the Machinists Non-Partisan 
Political League depended upon officers and members of the TAM 
at the international level to govern its affairs and to perform such tasks 
as were essential to its operation, on a voluntary basis on their own 
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time. Until 1952, for example, the entire activity of the league, 
including its work in the field of citizenship education, was finaneed 
out of the voluntary contributions of the league’s members. In 1952, 
the league took advantage of the leeway permitted by the Taft-Hartley 
Act to use funds donated by the international union and its affiliated 
lodges to pay for this phase of the league’s activities. 

By 1953, the work of the league had reached the point where the 
voluntary, after-hours activities of its officers were no longer sufficient 
to give the league the attention and day-to-day direction which it 
needed to function effectively. In the fall of 1953, therefore, the 
executive committee of the Machinists Non-Partisan Political League 
retained a full-time consultant to coordinate the league’s efforts, work- 
ing under the policy and direction of the league’s executive committee 
as provided for in its bylaws. 

In 1954, the basis of the league’s policymaking and program-de- 
veloping activities was broadened by the establishment of a national 

lanning committee composed of active leaders of State and local 
Lealess through the United States. This committee has the function 
of developing for the information and consideration of the league’s 
executive committee proposals for more effective methods of accom- 
plishing the two primary objectives of the league, which are: (1) the 
compilation and dissemination of information on issues of interest 
to the members of the LAM, and (2) financial support for candidates 

whose past records indicate their agreement with hen on those issues. 
‘In this connection, the facts concerning many legislative issues and 
the voting records of Congressmen and Senators are published in the 
regular publications of the IAM, although we find that it is commonly 
believed that the publication of such material is a function of the 
Machinists Nonpartisan Political League. The publication of such 
information for the education and guidance of union members has long 
been a function of labor organizations, and in view of the Supreme 
Court’s decision in the case of the United States v. Congress of /ndus- 
trial Organizations (335 U. S. 106-159), we feel there is nothing in 
existing Federal legislation which prohibits it. 

The growing interest of the members of the International Associa- 
tion of Machinists in the matter of political activity is indicated by 
the steady growth of the membersip of the Machinists Nonpartisan 
Political League, and in the donations made by that membership to 
the support of the league’s activities. There was a paralleling develop- 
ment of interest within the union in all phases of government at 
every level of political organization. 

Nine years of experience under the Taft- Hartley law and almost that 
same length of experience with the operation of the Machinists Non- 
partisan Political League leads the officers of the league to draw cer- 
tain conclusions and make some observations we hope will be beneficial 
to this committee. 

We are not privy to the discussions and the thoughts of those who 
conceived, drafted, and secured the passage of Taft-Hartley. We feel 
that the restrictions on union political activity and certain other fea- 
tures of the legislation show a belief on their part that the rank-and- 
file union member in the United States was neither properly repre- 
sented by nor fairly served by his elected leaders. Their solution to 
the country’s “labor problems” lay in freeing the membership of 
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organized labor from the domination of what they termed the “labor 
bosses.” 

The original Taft-Hartley provision for union security elections, 
deleted from the law in 1951, was based on the principle that, given a 
chance, union members would escape from the “compulsion” of such 
union security provisions as the union shop and maintenance of mem- 
bership. As some of you may recall, the National Labor Relations 
Board held more than 46,000 union shop authorization elections be- 
tween August 22, 1947, and October 22, 1951, while such elections were 
prerequisite to union shop negotiations. The principle of the union 
shop was approved by the workers in 97 — of those elections. 
Out of the more than 514 million workers who voted in these elections, 
better than 92 percent approved the union shop. 

This overwhelming desire for union security provisions showed 
there was no basis to the allegations of the Taft-Hartley supporters 
0 they were the “deliverers” of union men and women in the United 

tates. 

In somewhat similar manner, the framers of the Taft-Hartley Act, 
through enactment of section 304, purported that they were doing a 
service to members of the LAM and other labor unions by safeguardin 
their dues and other union moneys from expenditures in politica 
campaigns. Such was not the case. 

The present heightened interest in political activity by union mem- 
bers and their organizations stems directly from Taft-Hartley restric- 
tions and could have been forecast. Repressive laws in Great Britain 
and adverse court decisions, almost 50 years before Taft-Hartley, 
forced the trade-union movement of that country into politics and 
led ultimately to the formation of the British Labor Party. 

There is evidence in the legislative history of the Taft-Hartley Act 
that some Congressmen and Senators were aware of the British ex- 
perience. No less an advocate of that measure than the late Senator 
Taft expressed on the floor of the Senate the opinion that the operation 
of labor political organizations was proper when financed by contribu- 
tions collected specifically for political purposes. 

For good or evil, however, the frame of mind of many of the pro- 
priate of the Taft-Hartley Act and the atmosphere under which 
earings on that legislation were held, were more conducive to heat 
than to light. The lessons of history were forgotten in the haste to 
hamstring the alleged “labor bosses.” 

Whatever the objectives of Taft-Hartley’s sponsors, one significant 
result has been to spur the labor movement into greater political 
efforts. On all sides is evidence of the broadened interest of. today’s 
labor movement in such activities as full and open discussion of legis- 
lative programs, general citizenship education, registration of the 
eligible voters and getting out the vote on election day. We believe 
this has been a good development and strengthens our free society. 
The labor movement, along with other groups, deserves, we believe, 
much credit for the tremendous turnout on November 6 which reflects 
a heightened appreciation by all Americans of their opportunities and 
obligations as citizens in a democratic society. 

The heightened interest in political activity which grew out of the 
restrictions imposed by the Taft-Hartley Act has served to educate 
an increasing number of union members in the importance of politics 
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and politicians in almost every phase of their lives as citizens, as wage 
earners, and as union members. 

From such services as public schools, libraries, police and fire pro- 
tection, which are provided at the community level, to Federal legis- 
lation either providing benefits, as the Social Security and Railroad 
Retirement Acts do, or imposing restrictions on trade-union activities, 
as the Taft-Hartley Act does, laws and their administration have an 
important bearing upon the life of our present-day citizens. And 
these laws were passed, the funds to enforce or administer them are 
provided, and the actual administration is accomplished, by politicians. 
Experience in the field of political activity convinces an increasing 
number of union members that the sound and fury of a major political 
campaign, the promises, misstatements and half-truths produced, fre- 
quently work against the wisest judgment and the best selection. There 
is a great need for better sources of information from which the some- 
times confused voters may obtain the facts upon which to judge the 
issues and weigh the merits of various candidates. 

On the other hand, the existing legislation is open to criticism so 
far as certain details are concerned, and it might well be viewed as a 
part of the larger problem of financing political campaigns. On the 
matter of detail, our experience wohl lead us to suggest less strin- 
gent requirements concerning recordkeeping on smali contributions, 
say under $10. The volume of such contributions in an organization 
such as a labor union whose members’ financial means are limited, is 
necessarily great and the required recordkeeping is time-consuming 
and purposeless. Relief from detailed recordkeeping on small con- 
tributions would permit easier and more expeditious recordkeeping 
without reducing materially basic safeguards. 

From the broader outlook we are inclined to agree with the views 
expressed by Mr. Morton-Taylor of Fortune magazine before the 
Gore committee to the effect that the Corrupt Practices Act, as now 
written, is unenforceable. I think the previous witness made a simi- 
lar statement. 

On the constructive side we believe that such rules as the Congress 
establishes should be easy to understand and comply with and should 
be so drafted as to stimulate the full participation of all United States 
economic groups in the important mechanisms of election. These 
include the selection of candidates, acquisition of information on 
issues, registration to vote, and finally, voting itself. 

The greatest danger to our free society is not to be found in the 
spending of funds by any economic group, but rather in the lethargy 
and inaction of our citizens. This lethargy makes possible undue 
influence through enormous financial contributions and expenditures. 

This lethargy cannot be overcome, or its results offset, by legisla- 
tion and regulations. It can be eliminated only by the types of educa- 
tional activities which labor organizations, their political leagues, and 
other groups have been seeking to conduct. 

Legislatively all we ask are rules which will guarantee each segment 
of our society equal opportunity to present its views on a fair and 
equitable basis. 

The Cuarrman. Mr. Huhndorff, aside from recommending, and I 
think that is what you do, the repeal of the Taft-Hartley law, you 
make one suggestion here that I think may have some merit, that is 
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with respect to the bookkeeping on small contributions. Have you 
found that very burdensome to labor unions? " 

Mr. Hunnovorrr. In the early days when we first set up our league 
we used to get contributions sometimes, only 10 cents, 25 cents. We 
kept a permanent record of all those contributions which we felt was 
required by the Corrupt Practices Act. Now we don’t report them to 
the Clerk of the House. We only have to report contributions of $100 
or more. 

The Cuarrman. Did I understand that all of these contributions 
from labor union members are voluntary ¢ 

Mr. Hunnoorrr. Yes, sir. 

The Crarrman. Or are they assessed by your parent organization’ 
; Mr. Hvuunporrr. None of our funds are assessed. We have two 

unds. 

The Cuatrman. How do you collect? 

Mr. Hunnporrr. We have two funds in the league, I think it is set 
” under our bylaws. We have a general fund and an educational 

und. 

The Cuarrman. You understand, I didn’t know you had a statement 
here and I didn’t have time to read it. I had to follow you the best I 
could and as you were reading it hurriedly. You have two funds that 
are separate and distinct ? 

Mr. Huunporrr. Yes, sir. 

The Cuatrrman. One of them is what? 

Mr. Hununoporrr. One of them we call the general fund, which is 
composed of moneys contributed by individual members of our union 
on a voluntary basis for political purposes, to support candidates in 
Federal elections. 

The Cuarmm.n. The other fund is what? 

Mr. Huunoorrr. We call it an educational fund. 

The Cuatrman. How is that raised ? 

Mr. Hunxporrr. It is composed of moneys that individual local : 
lodges vote out of their lodge treasury. 

The Cuatrman. In other words, it is from dues that are assessed 
or collected actually. That is the original source of it ? 

Mr. Hunnporrr. Yes; except each dollar of it or whatever amount— 
it is not done on a per capita basis; it is usually voted on individually 
by the local lodge, members of that lodge. 

The Cuarrman. Each local may or is it compelled ? 

Mr. Huunporrr. It is strictly voluntary. 

The CuarrMan. It may vote out of its dues fund or funds that are 
collected by dues, it may vote funds from the dues to that league to be 
used for an educational program, what you call an educational pro- 
gram ? 

Mr. Huunpvorrr. That is right. 

The Cuatrman. Are any of those funds used to make campaign 
contributions as such ? 

Mr. Huunporrr. No, sir; not involving Federal office. 

The Cuarrman. Not involving Federal offices ? 

Mr. Hunnpvorrr. We may have made some contributions in the past 
to State offices. 

The CHarrman. What is this education program? How do you 
carry it on? In other words, I am trying to find out how you are 
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oing to differentiate between the political activity, the educational 
Folks and where they are spending the money for political purposes. 
How do you differentiate ? 

Mr. Huunporrr. I don’t think I understand your question Senator. 

The Caatrman. You say you report to your members how different 
Senators and Congressmen vote on different issues as publicity to edu- 
cate the members on their record. I have no quarrel with that whatso- 
ever. 

Mr. Huunoporrr. I want to make it clear that is what we tried to 
make clear in the statement, it was not the league carrying that on. 
The voting records that we have been publishing, that the machinists 
have been publishing, are published by the union, not by this league. 

The CuHatmman. I would think the political activity committee 
would be the one that would probably publish that during a campaign 
tune. 

Mr. Huunporrr. Maybe we don’t define political activity the same 
way but I think political activity is where you spend money in behalf 
of a specific candidate rather than where you try to educate the entire 
electorate in that territory as to the record of the Congressman or 
Senator in that territory. 

The Cuamman. I find it very difficult to differentiate between the 
two. That is the point Iam making. You say you spend money to 
elect a candidate or defeat a candidate. That is political activity, 
that is true. But if you spend money to reveal a voting record which 
is already public property, I mean it is all public knowledge, the votes 
are recorded, you are spending money to educate them so they will 
vote. Is that not correct ? 

Mr. Huunporrr. That is right but I want to make it clear that our 
league does not publish these records. I sit here in a rather peculiar 
osition. I am not here to testify for the machinists. I am trying to 
= 7 time clearly with reference to the activities of the league. 

he Cuarrman. I may be directing my questions to the wrong wit- 
ness. 
Mr. Hunnoporrr, I can say this much, that the policy of the union 
has always been, ever since, or just shortly after the passage of the 
act, they sought a legal opinion. We sent this up to be used as an 
exhibit, on page 3, an opinion by Mr. Padway. 

The CHarrMan. We will be very glad for it to be filed as exhibit 12 
for reference only. 

(Exhibit No. 12 is in committee files. ) 

Mr. Hunnovorrr. On the basis of that opinion, the officers of the 
union at that time felt that that was a perfectly legitimate, legal action 
to carry on, that it was not contrary to the 

The Cuarrman. Don’t misunderstand me at the moment. I am not 
questioning the legality of any action. I am simply trying to find out 
if there is and there can be any differentiation between an educational 
proses and a political activity. I have been trying, since these 
earings began, to determine the difference between an educational 


campaign and lobbying. I think they ae substantially add up 


to the same thing. I am not opposed to lobbying nor campaign con- 
tributions. I don’t mind being lobbied with and I don’t mind getting 
& campaign contribution. What I want to do is to develop the pat- 
tern of facts about what is happening today under present law and 
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then determine whether the law should be changed in any respect to 
bring about a more effective control, better supervision over our elec- 
tion processes, and also over our petitioning processes to the Govern- 
ment of what we sometimes call lobbying. 

Mr. Huunvorrr. Our league spends the educational fund for fact 
sheets on issues, office expenses, salaries, and all expenditures, exclud- 
ing political expenditures to or on behalf of Federal candidates. 

The CuarrMAN. How much came into your general fund for politi- 
cal purposes last year ? 

Mr. Furnn. Do you refer to calendar 1955 ? 

The CuatrmMan. Yes. Give us that, first. 

Mr. Furnn. I don’t have figures here. I think they have been sub- 
mitted to the committee, Mr. Chairman. 

The Cuatrman. They probably have. 

Mr. Fuinn. From my recollection I believe it is in the neighbor- 
hood of $70,000 to the general fund in 1955 calendar year. And ap- 
proximately $30,000 to the educational fund in the same period. The 
figures have been presented to the committee and can be checked for 
accuracy. 

The CHamman. Now out of this general fund, what you call the 
political activity fund, do you make direct contributions, campaign 
contributions, to candidates or parties ? 

Mr. Hunnoorrr. Yes, sir. 

The Cuarrman. You make direct contributions out of that? 

Mr. Hunnporrr. That is right. 

The Cuarrman. I notice here you refer to it as a Nonpartisan 
Political League. What is the significance of the “Nonpartisan?” 

Mr. Hunnporrr. The significance of that is that we don’t make any 
distinction between Democrat or Republican candidates. 

The CuatrmMan. In other words, the league is not a Democratic or- 
ganization nor is it a Republican organization. 

Mr. Hunnovorrr. That is right, sir. 

The CHatrman. Who determines with respect to where the con- 
tributions shall be made, to which candidate it shall go? 

Mr. Huunvporrr. The executive committee of the league makes that 
decision. 

The CHairMan. So it is not a case of supporting a party or opposing 
a party ¢ 

Mr. Hunnporrr. That is right. 

The Cuatrman. It is supporting a candidate who in your belief 
will vote as labor would like for him to vote ? 

Mr. Huunporrr. That is right, and uphold the principles—— 

The Cuatrman. And you oppose those whom you think will not 
vote as labor or as your organization would like them to vote. 

Mr. Huunporrr. Yes, sir. 

The Cuarrman. It is just as simple as that ? 

Mr. Hcuwnporrr. That’s right. 

The Coarmman. Are there any questions? 

Senator Ture. Yes, I have one of your publications here dated 
August 16, 1956. I have run down through it. You have States 
listed here with Senators listed as to whether they voted right or 
wrong. 

Mr. Hunnoporrr. Yes, sir. 
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Senator Ture. I am just wondering who gathered your statistics 
for you. 

. Hunnporrr. I don’t have anything to do with the preparation 
of that list. That is published by the Machinists. 

Senator Tuye. Is there not 1 of the 4 of you here that had some 
responsibility ? 

Mr. Netson. I will talk to that if you want me to Senator, because 
I am not here as representative of the league. In fact I have nothing 
to do with the league. I am not an officer of the league. 

Senator Ture. But the league’s money however goes toward paying 
for this type of publication. 

Mr. NELSON. a 

Mr. Hunnporrr. No, we don’t spend our money for that. 

Mr. Netson. The league has nothing to do with the preparation of 
that paper or what goes into it, including policy. They have nothing 
to do with the Machinist’s paper. Their voting records there are 

repared by the editor of the paper. He checks it over with me before 
“ puts down the issues. Because of the size and the number of issues 
involved we try to take what we consider the most important ones. 
The league is never even consulted on that. 

Senator Ture. It is published under the——— 

Mr. Netson. International Association of Machinists. 

cones Tuye. The congressional section, Machinist, August 16, 
1956 

Mr. Netson. Yes. 

Senator Ture. I just wondered who gathered the statistics for this 
publication. 

Mr. Netson. It is taken from the Congressional Record. 

Senator Ture. It is taken from that ? 

Mr. Netson. That is right. 

Senator Ture. For instance you have listed in here under Minnesota 
“Tax Cut” and then the other one here, “Postal Pay, Veto.” If you 
wanted to be honest in the publication, why didn’t you list the vote 
on the postal pay bill ? 

Mr. Netson. You mean on the final passage of the bill? I do not 
know which one you are referring to. 

Senator Ture. That is right, the final passage of the postal pay. 
The fact of the matter is you have me listed as voting wrong and it was 
I who made the statement that if the policy committee does not bring 
this bill out on the floor I will be one that will move to bring the postal 
pay bill out on the floor and that I was the one that supported the 
postal pay bill. If labor organizations and those speaking for labor 
want to hold the confidence of the men and women that make up the 
backbone of the workers of America, you will have to put facts into 
your publications because they are far too intelligent not to acquaint 
themselves with some of the facts. When you put out a publication 
like this you are not going to hold the respect of your rank and file of 
workers that make up your great organization. 

I can tell you right now that no man worked harder to get the postal 
pay bill through and to get that increase than I did. I probably have 
as good a labor record as those that you have listed here as voting 
right in all the columns, because I have been Governor of my State and 
I know legislation that I opposed and legislation that I vetoed. 
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When I see something like this it is not amusing, it borders on the 
ridiculous, because if you think your intelligent mechanics who make 
up the vast working force of America will read this and go blindly 
to the polls, influenced by that kind of publication, you are going 
to awaken some day to be very sadly mistaken. 

Senator Gotpwatrer. What funds do you finance this with, this 
compilation of votes ¢ 

Mr. Netson. It is the funds that are appropriated for the publica- 
tion of the Machinist paper by the international! itself. 

Senator Gotpwater. Does that come out of educational funds? 

Mr. Netson. No, sir. 

Mr. Huxnnporrr. It comes out of the union’s treasury. 

Mr. Netson. The International Association of Machinists’ treasury. 
The league has nothing to do with that whatsoever. 

Senator Gotpwater. The reason I ask that question, it doesn’t have 
much to do with this particular hearing but it could when we get down 
to discussing legislation on it. I know the reason that you think a 
union can operate outside of section 304 of title ITI of the Taft- 
Hartley Act which prohibits political expenditures as well as contri- 
butions, and I think you can get away with this if you approach it in 
more of an educational way. 

Now I am trying to be helpful. You or your staff selected 11 so- 
called issues that are of great importance, according to you or your 
staff, to the laboring men and women of this country. You have set 
down a brief outline beside each of those 11 and you say right or wrong. 
T think it would be much more in keeping with the spirit of the law if 
you said he voted yes or no. 

We will skip over what Senator Thye was talking about. 

Take Hell’s Canyon for instance, where you say : 

Supporters of public power suffered a major defeat when the Senate on July 19, 
1956, killed the proposal for a Federal high-level multipurpose dam at Hells 
Canyon on the Snake River. 

Now we in the West have never looked on that as a power fight. It 
is one involving the basic fundamental principle of water usage in the 
West. The members of your union in the West recognized that. 
When you just outline it in that form and say that it reflects on public 
power and that the man who votes to kill it was wrong, I think you 
are defeating the purpose you are trying to get at. 

Then you take airpower, which is your No. 8. You say that the 
Eisenhower administration did not know what they were doing be- 
cause they were, in your opinion, $800 million short. You say that a 
vote for the increase was a right vote, Now you could have said he 
voted yes or he voted no, but what I think you are doing here is trying 
to tell the members of your union that General Eisenhower doesn't 
know what he is doing when he approves a budget for the Air Force. 

I find some local unions across the country that are doing a bangup 
job on education on this where they really put the issues down. [ 
think you are going to find peut, ultimately in difficulty with 
the law because this, in my personal opinion, and in the opinion of 
others, is a direct violation of the Taft-Hartley title IIT (sec. 304). 
Whereas, if you did it in the spirit in which I think you are trying 
to do it, it would not be, it would be educational. I hope you people 
in labor will recognize that and not continue to take issues, take half 
of the issues, quote the issue the way you want to quote it and then 
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say it is right or it is wrong because in the long run it can do nothing 
but hurt the very thing you are trying to do. 

Senator Purreti. Did I understand you to say when you were 
talking about that that because of the limitations of space you had to 
limit it to 11 issues? 

Mr. Netson. Issues, yes, sir. 

Senator Purretn. You think these 11 then were of major interest 
to the members of your union ? 

Mr. Netson. That is right. 

Senator Purretz. You don’t have anything here about health. Are 
they not interested in health ¢ 

Mr. Netson. I don’t know what issue that is even. 

Senator Purre.u. It is August 26, 1956. I understood you to say 
you pass on this. Didn’t I understand you to say that you and the 
editor of the paper are the ones who finally make decision on this. 

Mr. Netson. No, they confer with me on it. 

Senator Purretn. You mean you have nothing to say about it? 

Mr. Newson. I have something to say. 

Senator Purrett. You have something to say about weighing the 
relative values to organized labor of the issues ¢ 

Mr. Newson. Yes. 

Senator Purret.. So you really do have something to say about it. 

Mr. Netson. Only as they ask me what issues do I think are the most 
important. 

Senator Purreti. So you determine what you think are the most 
most important ¢ 

Mr. Netson. Yes. 

Senator Purre.h. So you determined that the 11 issues are the most 
important to the members of your union, is that correct ¢ 

Mr. Netson. We had more issues than that, but because of space 
limitations they have had to cut it down. 

Senator PurrELL. Would you say these were the 11 major issues in 
the order of importance ¢ 

Mr. Netson. Yes. 

Senator Purrets. You have excluded such items as health. 

Mr. Netson. I don’t believe we had a test vote on health. 

Senator Purretn, Yes, we had many pieces of legislation and we 
had some votes on appropriations for health measures. Let me ask 
this. Are all of these issues on which you have stated that the vote 
was either right or wrong, are those issues on which your international 
union has taken a very definite stand ? 

Mr. Nexson. That is right. 

Senator Purrett. By what? By action of the executive committee 
or by action of your ods; your membership ? 

r. Nexson. Well, both. Both by the action of our membership in 
convention where they go on resolution and where there is no resolu- 
tion covering the subject and in between conventions, by action of our 
executive council. 

_Senator Purrett. Am I correct in understanding that your execu- 
tive committee or your body in convention, by vote of executive com- 
mittee or in convention, expressed themselves on these issues favorably 
as yousay. When you say right, that they have expressed themselves 
or is it the opinion of your editor and you? Are you expressing the 
opinion of your executive committee ? 
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Mr. Netson. Executive committee. 

Senator Porte. That is backed up by action of the executive com- 
mittee ? 

Mr. Netson. That is right. 

Senator Purre.u. If the executive committee took action on more 
than 11 issues why do you feel then, if you are expressing the views of 
the executive committee or body in convention, you can limit it to 11? 

Mr. Netson. Because of space andm because of, as I said before, 
the limit on what we can put in the paper. 

Senator Purrett. Has your executive committee or your body in 
convention indicated that the 11 issues are in their opinion the first 11 
major issues ? 

Mr. Nexson. It usually runs that way, yes. 

Senator Purreiy. So that you are in fact saying 1, 2, 3, 4, up to 11, 
in the order of importance ? 

Mr. Netson. Not necessarily No. 1 is the most important. 

Senator Purrett. Would the first 11 be the most important ? 

Mr. Netson. Usually, yes. 

Senator Purrett. Yousay usually. Is it? 

Mr. Netson. Ten or eleven. 

Senator Purrety. Is that expressed by your executive board? 

Mr. Netson. Yes. 

Senator Purrett. So you know what 11 you are to pick ? 

Mr. Netson. Not always do we know which 11. I don’t know that 
I understand your question now. 

Senator Purrett. There are many issues that number greater than 
11 on which your executive committee has taken action I would assume. 

Mr. Netson. Yes, usually, about 15 or so. 

Senator Purreti. Now do you select from the number they have 
taken action on what you consider, you and the editor, consider the 
11 most important or is it designated by your executive committee’ 

Mr. Netson. Usually the editor and I. 

Senator Purre.u. If there were 50 issues, you and the editor would 
decide which of those 50 were the most important even though you had 
no expression as to their importance from the executive committee. 
Is that correct ? 

Mr. Netson. Only as they laid down the policy for us at the begin- 
ning and the various issues are laid out there. They don’t tell us 
which is No. 1 and which is No. 2. 

Senator Purreiyu. Do they tell you these first are the first 11 on 
which the Members of Congress should be judged ? 

Mr. Neuson. They don’t specifically tell us. They leave that up 
more or less to the editor’s judgment. 

Senator Purreti. So if they take a definite stand on 50 issues, you 
and the editor select which of those 50 you will present to your readers 
as the votes of the Members of Congress, is that correct ? 

Mr. Netson. That is usually true. 

Senator Purte.u. So that two men determine it, is that correct, what 
voting record of these men will be presented to the readers? 

Mr. Netson. Not two men. He has a staff that looks it over first. 
The editor usually confers with myself. Then he has it cleared by at 
least the resident council members before he puts the paper to press. 

Senator Purrety. Then the staff members and you and the editor 
and such people as you might consult finally determine what voting 
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record of the Members of Congress shall be presented to your 
membership. 

Mr. Netson. Yes. 

Senator Purrett. So that your committee doesn’t do it and your 
body doesn’t do it. 

Mr. Netson. The executive committee on the overall basis, but when 
it comes down to the specifics of picking out the issues—— 

Senator Purrent.. So there were 50 issues in which you have ex- 
pressed an interest. Because of space limitations, as you state, you 
and the editor, plus the members of your staff, determined what those 
issues shall be insofar as the members of your organization will be 
apprised ; is that right? 

Mr. Netson. That is correct. 

Senator Purrety. Now there might be in this case, assuming there 
were 50 major issues in which your organization were interested, there 
might be 39 issues of vital importance but in your judgment these were 
the most important so the records of all of these Members of Congress 
are to be judged by the membership on what you and the editor and 
the members of the staff consider the most important issues. 

Mr. Netson. Plus the resident council members or whoever is in 
here. 

Senator Purreiu. But they are not referred to the executive com- 
mittee for final action to determine which of the 11 are the most 
important. 

Mr. Netson. No, not as a formality. 

Senator Purrert. Thank you. 

Senator Gorpwater. Mr. Huhndorff, could you tell us how many 
Republicans your organization supported in this last election ? 

Mr. Huunoporrr. Mr. O’Brien I think can answer that. 

Mr. O’Brien. Federal elections—about three. 

Senator Gotpwater. That is in the 48 States ? 

Mr. O’Brien. Yes, sir. 

Senator Gotpwater. And the national, just three? 

Mr. O’Brten. Yes. 

Seneter Gotpwater. Out of all the House seats and the Senate 
seats ¢ 

Mr. O’Brten. To the best of my knowledge, that’s right. 

Senator Gotpwater. That is bipartisan by a pretty slim majority. 

Mn, (Eman. Would you care for me to explain why that situation 
exists ¢ 

Senator Gotpwater. I would like to hear it. 

_ Mr. O’Brien. I can give you a case history of one gentleman who 
is a governor in a State who was supported by the Machinists League 
and by other labor groups but their support went for nothing because 
he was unable to get the support of his Republican Party. He was 
defeated in the primary and subesquently the Machinists League 
shifted their support to the Democratic nominee who was successful 
in the general election. 

There is a difficult problem with any group that seeks to maintain 
a bipartisan approach because many Republicans will say we are 
unable to take money from labor groups. It would hurt us very seri- 
ously with our conservative supports if it were known that we were 
backed by labor. It has been the policy of the Machinists Non-Partisan 
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Political League that if it cannot - rt a man on top of the table 
it will not support him under the table. As a result, in many cases 
it is unable to support men that because of their record they would 
like to support, but because of the handicap that the men feel it would 
bring about, they are unable to do so. 

I would like also to speak to Senator Thye’s point. It is not the 
intention of the Machinists Non-Partisan Political League, as I under- 
stand it, to do injustice to any man. I think if there has any mis- 
representation of your record, that LAM’s policy would be to correct 
the record. I think George Nelson would be the first one that would 
want to correct any such erroneous impression that may be given by 
a selection which has been criticized as being fairly narrow. 

Mr. Netson. We have done that in the past. 

Senator Turz. At that point, Mr. Chairman, suppose that a Member 
of Congress voted itively in favor of the worker on seven votes 
and then suppose that the bill was vetoed and it came back on the 
floor and there was an attempt to override the veto and the man then 
voted a negative vote—would you condemn the whole record of that 
man in all of his affirmative votes prior to the veto, and condemn 
the man’s whole record on the basis of that negative vote on the over- 
riding of the veto? 

Mr. O’Brien. Your basic point is sound that it is a difficult thing 
to do in an educational citizen program on a narrow basis in the 
fashion we attempt to do it. An effort is being made to broaden the 
base and to give the entire record of every candidate and to give his 
position on a particular piece of legislation so that the members can 
determine their own desires. 

Senator Ture. That is my contention of a public service that is 
your responsibility. If you choose to make your selection and only 
you are the person that determines what you are going to list as an 
item, and you include the record of a negative vote and a wrong vote, 
and only the items which you select are recorded in your publication, 
you are not rendering the kind of service that your membership is 
justly entitled to when you make that kind of selection. 

I have criticized the National Farm Bureau for having set up what 
they called their score card and listing a wrong vote or a man who 
had failed to come within 40 percent of a correct vote. Yet that same 
man was overwhelmingly reelected in the last election. 

Therefore, I say that anyone of you representing national organi- 
zations, if you take it upon yourselves to make a brief selection of all 
the recorded votes in a congressional session and then you just make 
one little selection in order to slant for your purpose a man’s voting 
record, in order to discredit that man because of the party affiliation, 
then you are not doing a service to your membership. That is what I 
fear you have done in this because I know of my record on the postal 
pay bill. I know of my record. The only place you could possibly 
have found me in error would be in the event it was on the question 
of a veto, whether you woud go against your President or not. 

Mr. O’Brien. I also would like to point out that an effort is made 
to get each local lodge to set up a legislative committee which con- 
tinuously keeps a followup on the legislative record of the elected 
Representatives. 

Senator Ture. I can show you in my files some rather complimen- 
tary letters from employees in the postal service on my work in their 
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behalf. Yet aman picking this up that is affiliated with the machinists, 
would see that Thye voted wrong and Thye voted wrong and Thye 
voted wrong. 

Now that is the question. It is apparently the responsibility of only 
a few making the selection of what was going to be listed who estab- 
lish the record of this Member in Congress. 

Senator Purre.u. I think possibly you would want to correct what 
appears to be a conflict. I think in reply to Senator Thye’s question 
you said that if an injustice had been made in this recording that you 
would be, the Non-Partisan League, of course, would be g lad to cor- 
rect it. 

Mr. O’Brien. I said I have no right to speak for the man who put 
it out but I said I know George Nelson, and 

Senator Purrent. I would say it was my understanding that the 
Non-Partisan League has nothing to do with the record. 

Mr. Netson. That is correct. 

Senator Purrert. You publish this record, do you not, as a service 
to your members; is that correct ¢ 

Mr. Nexson. That is correct. 

Senator Purre.y. Are you not rather arbitrary in deciding the ex- 
tent of the service you are going to give them! If your organization 
felt it important enough to take action either at the convention level 
or at your meeting of your executive committee level to take action 
on more than 11, are you not being rather arbitrary when you and 
another and the members of the staff decide which ones are going to 
present to your members? Would it not be much fairer to your mem- 
bers and to the Members of Congress if you presented the voting rec- 
ord on every issue that your organization felt was important enough 
toact upon ¢ 

Mr. Netson. It probably would be, Senator, but with a limited 
staff ; and, incidentally, legislation is ‘only a part of my job—with 
- the limited staff and everything else that the paper has, and the 
limited size, they have to take what they consider the most important 
issues. 

Senator Purrett. Well, what they consider; but understand, now, 
you are presenting these as a right or wrong vote according to your 
organization. It does not say here that this is the editor’s opinion 
or your opinion. It says these are wrong or right and you are 
representing them to be the thinking of the organization. And, in 
fact, you have only selected 11. 

Now, you spoke about space limitation. May I suggest, sir, that 
since you have this other side with a lot of detail on it, ‘that it might 
be very helpful to your members, and certainly helpful and fair to 
the Members of Congress, if you just took possibly two more columns 
and gave the whole voting record. Then you could not be accused 
of being arbitrary in the selection of what you and an editor and some 
members of a staff of your whole organization think are the most 
important issues. 

You see, this can be construed as being colored, but if you present 
every issue on which these men voted on which your organization took 
action, then no such conclusion can be arrived at by anyone. 

Senator Gotpwater. I have one more comment on this. 

This is a very important way of not only getting around the law 
by your organization, but it is being carried on by corporations. 
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I do not think your lawyer would say you can do this and 
corporations do not. I think labor will have to live with the Supreme 
Court decision that might agree with that. In case it does not, we 
might have to write legislation to correct it. 

I want to point this up as being a fallacy in your argument. 

Now, getting back to Hells Canyon again, I think there were 700 
men employed on that dam when that vote was taken. 

Now, if the vote had been for Federal construction, every one of 
those men would have lost his job. I daresay the great majority of 
them were union members. Probably many members of your organ- 
ization. That is one of the fallacies that I find in the voting records, 
where the unions have selected a subject or a piece of legislation as 
being favorable to the union, and classifying a man who voted in the 
wrong position as being against it. Actually, if you want to get 
down to it, if the man is considering the welfare of some 700 workers 
up there in northwestern Idaho, your record on this vote, and the 
recording, would be wrong, because you would throw union men out 
of work. 

We find your stand on atomic power is in pretty much the same 
category. You are trying to put people in the Federal Government 
into work that you cannot get in as union members, because it is 
against the law. 

Mr. Netson. No; we haven't. 

Senator Gotpwater. Not directly. 

Mr. Netson. In the atomic installations? 

Senator Gotpwater. If you follow this out to the end, you are going 
to replace all these people with Federal workers. 

Mr. Netson. In the case of Hells Canyon, I might say, that was 
the real mandate of the executive council, because our boys in the Pacific 
Northwest—and it wasn’t just a matter of water, it was a matter of 
power in the States of Washington and Oregon, particularly, where 
we were told that industrial expansion was being held back because 
they did not have sufficient power out there. They made that a 
very serious issue. 

The fact of the matter is, they were some of the people in the 
Northwest who were contributors to what was known as the Hells 
Canyon Association that was fighting against this examiner’s recom- 
mendation down here in the Federal Power Commission, trying to 
hold for the high-level dam. 

We thought there would be more people employed if they put up 
the high-level dam, and really build a big dam out there, than to go 
in on this private-power deal they went into. 

Senator Gorpwarter. I am only pointing out that to show the 
fallacy of not only your organization but many organizations. I am 
not confining it just to unions. Many dealers’ associations put out 
similar lists. The Farm Bureau takes a very narrow view of this 
thing, and if they trace it down far enough there are many of those 
issues where they would be hurting their own membership if they 
wanted people to vote in conformance with the expressed wishes of 
the paper. 

I think this thing can be very dangerous across the country, as 
we get in a battle of what is right and wrong, when we do not 
explain fully what the isue really is—all the if’s, and’s and but’s 
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about it—if you give some simple part of it and say “This man is 
right; this man is wrong.” 

Senator Purrety. I[ think having the public, or any segment of it, 
acquainted with the voting record of Members of Congress is an im- 
portant thing, and any organization that is doing it for their members 
in an unbiased and complete way is performing a public service to 
that segment of the population. But it seems to me the only way 
one can really do it, and do it both in the interest of your organization 
that aeted upon these matters and your membership, is to give the 
complete record. 

[ think you owe it to your members, because if the members see this 
alone then they judge here are only 11, because you do not state 
there were more. You say these 11 were the important ones. 

I would recommend to you that, in the interest of your members, 
possibly you would want to consider, reconsider, selecting arbitrarily, 
you, the editor, and the few members of the staff, what you think 
the members ought to know about the voting record of the Members 
of Congress. 

I think you could find space to put the whole record in it. I think 
it would be good for your members and good for the Members of 
Congress, too. 

Mr. Netson. As far as the legislation is concerned, we prepare and 
send out monthly legislative reports, and we have legislative com- 
mittees in the majority of our local lodges throughout the country. 
We put out to them a factual legislative report that deals with nothing 
but the bills pending in Congress, and we make no editorial comment 
or anything on them. That is for their own guidance and for their 
own education. That is to keep them from being confused when they 
write in letters endorsing certain bills. That is what we put out, what 
I put out from the legislative department; that is the pt thing that 
comes out from the legislative department, as such. 

Senator Purret.. That it done by the international association ? 

Mr. Netson. Yes. 

Senator Purreti. They spend the money to get all this information 
to their members throughout the year on pending legislation, things 
like the legislation in which your union is interested; is that correct ? 
And when they come to the final summing up of what happens in 
Congress, they limit it to 11 issues? 

The Cuamman. Mr. Huhndorff, as I understood you, your execu- 
tive board of the Political League made determinations as to whom 
contributions should be made, to what candidates ? 

Mr. Hunnoporrr. Yes. 

The Cuatrman. In the case of a Senator or a Congressman, would 
you be guided by this record as published in the machinist paper, 
in making that determination ? 

Mr. Huwnnporrr. Partly, Senator, and partly from our membershi 
back in the district. Before we make any contributions we check wit 
our local membership to see whether the particular candidate has been 
endorsed. 

The CuHarrman. Do you only make contributions to candidates that 


a the endorsement of the organization in the State or in the 
district ? 
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Mr. Hunnoporrr. In the vast majority of cases, yes. There haye 
been some exceptions. 

The Cuatrman. If this record of a Senator’s votes is taken into 
account by you in determining whom you shall support financially, 
and make contributions to, would you say that generally this would 
be an important factor in that determination, what this publication 
states as to how they voted ? 

Mr. Hunnoporrr. I would say it would have an important bearing. 

The CHatmrmMan. Maybe, fortunately, I was not a candidate this 
year. I was 2 years ago and I know I received some attention from 
a number of your groups. 

Mr. Hunnporrr. That is right, sir. 

The Cuarrman. I have no quarrel with you about it. I think you 
have a right to vote as Americans, but 1 am just wondering now: Had 
I been a candidate this year, since you have me recorded here and 
I am somewhat surprised, although I remember my vote being as 
recorded here, you have me recorded as having voted 8 times right 
und only 3 times wrong; is that correct ? 

Mr. Hunnporrr. That is correct. 

The Cuarrman. I am wondering if that would have entitled me to 
a little contribution this year instead of your contributing to my op- 
ponent. I am just wondering. 

Mr. Hunnoporrr. Sir, if you had requested it we just don’t go out 
and make contributions. 

The CuatrmMan. So if I want to get in on that I have to make a 
request ¢ 

Mr. Hunnoporrr. That is right, or the people in the State. 

The Cuarmman. I just wondered whether I had improved or whether 
even with that good a record of nearly 80 percent right, I just won- 
dered if that would have entitled me to favorable consideration. I 
may want to give some thought to this in the future, you know. 

Mr. Hunnoporrr. I do not have a ready answer to that question. 

The Cuatrman. I tell you that I will continue to do it. I will vote 
right or wrong according to my own judgment. I do not criticize 
anybody for disagreeing with me. I have good friends that disagree 
with me. 

Mr. Hunnporrr. That is right. 

The CHarrmMan. Do you make any allowance or give any credit to 
a man whom you think, Senator or Congressman, whom you think 
actually votes his own conviction? Or do you prefer men who will 
be guided solely by what your union tells them they should do! 

Mr. Hunnporrr. Senator. I prefer to put it this way: We try to 
have every Congressman and every Representative vote his convictions. 

What we are trying to do is to get people whose convictions will coin- 
cide with ours. 

The Cuarrman. I think that generally we are all that way in voting. 
We like to vote for a man whose views more nearly coincide with our 
own. That is quite proper. I see notihng wrong with that. 

I have not been in your good graces because I voted for the Taft- 
Hartley law and was honest enough to tell your people that I would 
not vete to repeal it. That still stands as of this hour but I think one 
who does have the courage to do that should at least, if he cannot get 
your support, he should have your respect. 
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Mr. Huunporrr. He does. 

The Cuatrman. Thank you. 

Proceed, Counsel. 

Senator Purret. Would you respect him more as a retired Member 
of Congress ¢ 

Mr. Fay. Mr. Huhndorff, I would like to get back to these two 
accounts for a minute, the general and educational fund. 

The general fund is a voluntary contribution fund ¢ 

Mr. Hunnporrr. That is right. 

Mr. Fay. Will you explain in just a little detail how these voluntary 
contributions are secured at the grassroots level; in other words, from 
the individuals who make the contributions, what amount they are 
received in, and what records you keep relative to them ¢ 

Mr. Hvunnporrr. The amounts vary all the way from $2 to $25. 
I can recall in the early days when I was secretary-treasurer of the 
league and made those records some of them just amounted to 25 cents. 
It seemed to us that by the time we got through sending a receipt, our 
membership card and receipt book, postage and everything, we were 
going in the hole in a big way on those smal] contributions. 

What we tried to get the individual to give was at least a dollar. 

Mr. Fay. How do you go about it? Do you have a campaign set 
up with workers who are designated as people to go out and solicit ¢ 
Are they given books and receipts they are to fill out ? 

Mr. Hunwnporrr. That is right. Don’t you have a copy of one? 

Mr. Fay. Yes; I know the answers to the questions I am propound- 
ing to you but I would like to have it on the record. 

Mr. Hunnoporrr. These, we will call them solicitors, are supplied 
with membership books. Whenever they receive a donation they write 
a receipt which acts also as a membership card. It is a carbon-copy 
affair, so that one part stays in the book and it is sent back either to the 
State body or State group if there is one there, or it may be sent 
directly to our international, to the league here in Washington. 

The records are kept in that manner. 

I think Mr. O’Brien can answer as to the latest development. Since 
he has been in our employ he has had the complete charge of that office. 

Mr. Fay. Then, Mr. O’Brien, will you try to detail to the committee 
the mechanical operation of how that is done by the union? 

Mr. O’Brien. The voluntary contributions are collected on the basis 
of a yearly contribution. 

Mr. Fay. In other words, there is one campaign a year as far as 
each member is concerned 4 

Mr. O’Brten. Previously there had been a campaign only in the 
election years which would be every 2 years, but at the recommenda- 
tion of the national planning committee, a continuous campaign was 
conducted in 1955, an off year. 

The mechanics are to send out an order blank to ask that they elect 
local officers for the league, that these officers then distribute the 
membership books and get the members to sign up a contribution. 

When they sign up they are given a receipt. 

When the book is completed it is turned in to the local league. the 
secretary-treasurer, who in turn returns it to Washington where it is 
kept for 3 years in accordance with the laws as we understand them. 

There is a record kept of every contribution, the name of the person, 
the address, and the amount of contribution. 
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Mr. Fay. Can you tell the committee how are these solicit organi- 
zations secured? Are they voluntary workers as far as your organiza- 
tion is concerned or are they designated workers ? 

Mr. O’Brien. They are voluntary workers. We ask each year that 
in connection with the local lodge election that they also elect officers 
for their local league, the two officers being the secretary-treasurer, 
who is required by law, and the chairman. They may be the existing 
officers or they may be separate and distinct individuals, but they are 
the persons who get the materials, who get the books, who are re- 
sponsible for the conduct of the league campaign in their area. 

Mr. Fay. That is what I wanted to get on the record. 

Now, there has been some occasions arising that have been given at- 
tention by the press that in instances there has been pressure on an 
individual to make this voluntary contribution. 

What is your position here at headquarters when any such thing is 
called to your attention? What do you do? 

Mr. O’Brien. Nothing of that sort has ever been called to the 
league’s attention. It was recommended by the planning committee 
that it be compulsory for every full-time staff officer to make a volun- 
tary contribution. But that idea was rejected by the executive com- 
mittee of the league as being contrary to the basic philosophy of the 
organization. It would defeat the objective that they had in mind 
which was to develop voluntary cooperation on the basis of under- 
standing the reason for it and the obligation that they had as citizens 
and as trade unionists. There is no compulsion exercised. 

Mr. Fay. So far as you know at this level no complaints have com> 
to you that John Smith, who contributed $2 and for whom you have 
a receipt here at headquarters in the amount of $2, was compelled to 
give that $2 to the solicitor ? 

Br. O’Brien. No knowledge. 

Mr. Fay. You never have received such a complaint ? 

Mr. O’Brien. And we would correct any such situation that existed. 

Mr. Fay. In what manner? 

Mr. O’Brien. By finding out how any person would take a position 
that was completely at variance with the policy. To find out who 
would have taken such a position, and why, and see that it was 
corrected. 

Mr. Fay. How many members do you have in the international’ 

Mr. O’Brren. In the international union ? 

Mr. Fay. Yes, about 800,000? 

Mr. O’Brien. That is right. 

Mr. Huwnporrr. For the purpose of the record, it is a little over 
850,000. 

Mr. Fay. How many have contributed to this voluntary general 
fund, last year, for instance? 

Mr. O’Brien. I would guess around 110,000 in the United States. 

Mr. Fay. Out of approximately 850,000? 

Mr. O’Brien. That is the figure they give. 

Mr. Fay. So that approximately between 10 and 15 percent con- 
tributed on a voluntary basis? 

Mr. O’Brien. That is correct, sir. 

Mr. Huhndorff thinks my estimate is high. 

Mr. Fay. What do you think is the average contribution now in the 
past year or for any year you have the figures on ? 
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Mr. O’Brien. You take the money and divide it by the membership, 
it would figure out 13 cents per member. 

Mr. Fay. I mean you would have to take the contributors and divide 
it by the money. 

Mr. O’Brien. Well, the average contribution, I would guess, would 
be somewhere in the neighborhood of 90 cents. 

Mr. Fay. Less than a dollar? 

Mr. O’Brien. Right. 

Mr. Fay. As far as your experience is concerned, it is your feeling 
that there is no evidence, that has ever come to the national headquar- 
ters at any rate, which would support the allegation that these volun- 
tary contributions in some instances at least are compulsory ! 

Mr. O’Brien. It would be contrary to the policy of the League and 
would not contribute to the League’s objectives and would be corrected, 
yes. I have no knowledge of any such thing and I don’t believe any- 
body else has any knowledge of such a situation ; at least they can speak 
for themselves, but I have never heard of any. 

Mr. Hunnporrr. I have never heard of any. 

Mr. Firnwn. I have no knowledge. 

Senator Purreti. You say there are only a hundred thousand out 
of your membership of 800,000 that contributed, 1 out of 8. Is that 
correct, roughly ? 

Mr. O’Brten. That is right. 

Senator Purrein. Are there any of the locals that you know of that 
contributed 100 percent ? 

Mr. O’Brien. Yes. Small locals have contributed 100 percent in 
many areas. It is characteristic of a small group in a small area 
where the membership is around 20 or so, where they have a feeling 
of unity there will frequently be a 100 percent participation. 

Senator Purrett. Do you know whether there are many of those 
that have contributed 100 percent, your locals, because your national 
average runs 1 out of 8. 

Now, do many of your locals run 100 percent? 

Mr. O’Brien. Not many, no. 

Mr. Fay. Just following along Senator Purtell’s question there 
where you find these small units contributing 100 percent, do you 
have at this time the information as to the number of those that did 
contribute 100 percent? 

Mr. O’Brien. No, sir. 

Mr. Fay. Would you say there were as many as 100 units? 

Mr. O’Brien. I would say conservatively there would be. 

Mr. Fay. How many units do you have in the international ? 

Mr. O’Brten. Nineteen hundred. 

Mr. Fay. So that possibly 1 out of 19 might have contributed 100 
percent if they were small groups of 20, 40, 50, or so? 

Mr. O’Brien. Yes. 

Mr. Fay. Now, who is the determining factor as to what particu- 
lar activities are going to be supported and paid for out of the edu- 
cational fund as opposed to the activity paid for out of the general 
fund? Who makes that determination? 

Mr. Huunporrr. The executive committee of the league. 

Mr. Fay. You three are members of it, are you ? 

Mr. O’Brien. I am not a member. 
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Mr. Hunnvorrr. [ am the chairman of it. 

Mr. Finn. I am secretary-treasurer. 

Mr. Fay. How many members are there / 

Mr. Hunnoorrr. Four trustess and three cochairmen. 

Mr. Fay. Approximately how many? 

Mr. Hunnporrr. Nine. 

Mr. Fay. So that nine of you determine which will be an eduea- 
tional activity and which will be a purely general fund activity or 
am I correct in distinguishing it as a purely political activity? Is 
that a fair description of it? 

Mr. Huunporrr. That is right. 

Mr. Fay. In other words, the general fund is purely political 
activity. 

Mr. Huunporrr. That is right. 

Mr. Fay. In the sense of personal contact and support of candi- 
dates for election 4 

Mr. Huunporrr. That is right. 

(Senator Thye left the hearing room at this point.) 

Mr. Fay. What do you use as deseription for the educational 
picture of the league’s activities ? 

Mr. Huunporrr. Our educational program is to try to interest our 
local groups to engage in political activity and, as such, the national 
league, through its coordinator, furnishes that information as to how 
to set up those organizations and also shows them the way to do it. 

[tis purely educational. 

The way L look at it, it isa nonpartisan activity. 

Mr. Fay. Can you give me an example on that particular activity 
you would so classify ? 

Mr. Huunporrr. Mr. O’Brien has some material. 

Mr. O’Brien. The material has been submitted. 

The basic problem is teaching people how to develop a local political 
action program. The first thing is the development of a leadership 
training program showing them how to organize, giving them sample 
bylaws, showing them how to conduct a registration to vote campaign 
and how to mobilize their local groups to do an educational job on 
issues and candidates and general citizenship efforts. 
eenan to vote comes high on the list because your biggest 
problem is apathy, lack of registration, and feeling of futility and 
frustration, “My efforts don’t mean anything,” and the basic job is to 
develop leadership that will inspire the people to carry on the program 
and to mobilize their efforts in a constructive fashion so that they will 
have some impact in their community. 

The components of it are leadership training, registration to vote, 
mobilizing to get out the vote on election day, and so on, and education 
on issues. 

Mr. Fay. How are you putting that particular program into effect! 
Are you calling your representatives of locals into Washington for 
meetings or are you setting up meetings in your local areas with 
selected caeaak to educate on these particular subject matters? 

Mr. O’Brren. At the present time, we have no program in action. 
I am to draft up a proposal to submit to the committee on what can 
be done to mobilize interest during this year of 1957. 

Mr. Fay. What did you do then during the spring and summer with 
respect to getting out the vote program? How did you manage that! 
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Mr. O’Brien. By urging that there be formed in each local lodge 
a registration-to-vote committee. 

Mr. Fay. How did you urge them? By letter, by direct telephone 
call to somebody, or going out ‘to the locals ¢ 

Mr. O’Brien. By oreparing a factsheet and asking them to follow 
this and to see that all of their members were registered to vote. 

Mr. Fay. Now, with respect to the particular funds that are used 
from the general "fund, have you had any complaints at all called to 
your attention that the funds were being used in support of one party 

rather than in support of the other when actually some of the contribu- 
ors might well have been members of the party that were not receiving 
support ¢ 

pp O’Brien. We have had no complaints, but we have had many 
discussions with local leaders about that problem. 

The basic problem being how do we solve it? They have made sug- 
gestions that there be formed committees to work in both political 
parties as the United States Chamber of Commerce recommends. We 
have asked them to develop a program wherever a local committee 
shows an interest in that, to develop a program which we could use as 
a pilot. 

Mr. Fay. Am I correct in assuming, then, that in directing your 
get-out-the-vote campaign where you are instigating a local to have 
personnel to really work on it, you are presenting the picture as factu- 
ally as you can in a nonpartisan way to try to get a cconetl and a 
Republican to work on that particular subject matter; is that what you 
are suggesting ¢ 

Mr. O’Brien. Yes. There is no problem on the complaint that you 
bring up about “T am a Republican, why are you spending money 
for Democrats?” because that has to be resolved in the community 
by their taking affirmative action on which they wish to support. 
That comes in as a recommendation to the executive committee. They 
can in effect determine who will get the support in their area by the 
degree of activity that they show in the local planning program. 

Mr. Fay. So that, let us take the larger State; if New York, for 
instance, made a recommendation that ‘they wanted to support the 
candidate, the senatorial candidate Wagner against senatorial candi- 
date Javits, would that be as a result of the vote of locals, the majority 
inthe local designating it or how would that come to you? 

Mr. O'Brien. Well, as a recommendation fromthe State council 
composed of delegates from New York lodges the delegates from local 
unions come together at a State meeting and would vote on a question 
of that sort. 

Mr. Fay. So, in effect, it would be the majority of the delegates at 
the meeting ? 

Mr. O’Brien. That is right. 

Mr. Fay. That would make the determination as to what the recom- 
mendation should be to you? 

Mr. O’Brren. Correct. 

Mr. Fay. You would follow that recommendation ? 

Mr. Huwnnoporrr. Yes. 

Mr. Fay. You would not go contrary to it in every instance where 
that was made? 
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Mr. Huunporrr. I don’t know of any instance where we have ever 
gone contrary to it. We have had 1 or 2 instances where our member- 
ship was split, es secially in a primary you find that. 

Mr. O’Brren. He is saying he retains the right to go contrary, but 
he has not had to do so up to now. 

Mr. Hunnporrr. In those instances we don’t take any action. 

Mr. Fay. As the coordinator of the league, are all requests for cam- 
paign contributions channeled through you, Mr. Huhndorff ? 

Mr. Hunnpvorrr. Yes, through my committee. Iam not present al] 
the time. 

Mr. Fay. I mean through your committee. 

Mr. Hunnporrr. Yes, sir. 

Mr. Fay. So that as far as this general fund is concerned no funds 
can be disbursed without your committee approving them as far as 
either the Federal office is concerned or State office is concerned. 

Mr. Huunporrr. Yes, or for any other purpose. 

Mr. Fay. Following that just a bit, is the money in any wise pro- 
portionate to the amount received from the State in which ‘the request 
is being made now for contributions? Again taking New York, sup- 
posing your contributions from New York amounted to a total of 
$10,000 and the request for contributions to New York warranted the 
granting of $15,000 to particular candidates, in New York, is there 
any inconsistency in such a proceeding as that or does that exist at all 

fr. Hunnovorrr. As a general rule, the amount of the contribution 
to specific areas is not governed by the amount of contributions that 
we receive. 

Mr. Fay. That is exactly what I had in mind and wanted you to 
state for the record. 

Mr. Huunoorrr. During the days when we didn’t have too much 
money to disburse, we tried to distribute it in those places where we 
felt we had the best chance of winning the election. 

Mr. Fay. Now is there ever any transfer of funds from any other 
account into the general fund ? 

Mr. Huunoporrr. No, sir. 

Mr. Fay. Or is there any way of getting funds in the general fund 
other than by voluntary contribution ¢ 

Mr. Hunnoorrr. You ask, is there any way ? 

Mr. Fay. To use. 

Mr. Huunporrr. No, sir. We have the power to do it by just writ- 
ing a check but we would think that was illegal. 

Mr. Far. Inother words, you have separate bank accounts ? 

Mr. Hunnporrr. Yes, sir; we keep the money in separate banks. 


Mr. Fay. And you keep separate records as far as each account is 
concerned ? 


Mr. Huunporrr. That is right. 
Mr. Fay. That is what I wanted to develop. 


Mr. O’Brien, do you devote full time to the league as far as activities 
are concerned ? 


Mr. O’Brien. Pretty much so, yes, sir. 


Mr. Fay. Do you also have additional duties of public relations 
officer for the union ? 


Mr. O’Brien. No, sir. 
Mr. Fay. Do you have any public relations activities at all ? 
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Mr. O’Brien. I maintain an office over in the Press Building but 
[ have not been devoting any effort to it 


Mr. Fay. Whatever duties you have there will be separate and 
distinct from the union ¢ 

Mr. O’Brien. Yes, sir. 

Mr. Fay. I have no other questions. 

The CuarrmMan. Senator Purtell, any further questions ? 

Senator Purreti. No; I have not, thank you. 

The Cuarrman. Thank you, gentlemen, very much. 

The committee will stand in recess until 10 o’clock in the mor ning. 


(Whereupon, at 5 :20 p. m., a recess was taken until 10 a. m., Tuesday, 
November 27, 1956.) 
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Untrep States SENATE, 
SpecraL ComMirrer To Investigate Potrrican AcTIvITiEs, 
LospByING, AND CAMPAIGN CONTRIBUTIONS, 
Washington, D. CU. 

The special committee met at 10 a. m., pursuant to Senate Resolu- 
tion 219, 84th Congress, agreed to February 22, 1956, in room 357 of the 
Senate Office Building, Senator John L. McClellan (chairman) 
presiding. 

Present : Senators McClellan, Thye, Goldwater, and Purtell. 

Present also: George Morris Fay, chief counsel ; John J. McGovern, 
associate counsel; Paul E. Kamerick, chief investigator; Abraham K. 
Weber, assistant counsel; John P. Burke, assistant counsel; and Vivien 
1. McConnell, chief clerk. 

The CHairMAN. The committee will be in order. 

(Members of the committee present at the opening of the hearing 
were Senators McClellan, Goldwater, and Purtell.) 

The Cuamrman. ‘The first witness is Mr. Leonard Hall. 

Will you come around, please ? 

Do you solemnly swear that the evidence you shall give before this 
special Senate committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Harty. I do. 


TESTIMONY OF LEONARD W. HALL, CHAIRMAN OF THE REPUB- 
LICAN NATIONAL COMMITTEE, ACCOMPANIED BY EDWARD L. 
BACHER, COMPTROLLER 


The Cuatrman. Will you state your name and place of residence 
and the position you occupy, for the record ? 

Mr. Hati. Leonard W. Hall, presently living at the Sheraton Park 
Hotel, Washington, D.C. Iam chairman of the Republican National 
Committee. 

The CHarrmMan. How long have you held the position as chairman of 
the Republican National Committee ? 

Mr. Hatt. Since April 10, 1953. 

(Senator Thye entered the room.) 

The Cuatrman. Do you have a prepared statement ? 

Mr. Hau. No, I do not. Some member of your staff was kind 
enough to send proposed questions to me, and I think perhaps we will 
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get along more quickly if the questions are asked and I am given an 
opportunity to attempt to answer them. 

The Caiman. Of course you know the rules here. Witnesses ap- 
pearing before this committee have the right to counsel and I assume 
you waive counsel ? 

Mr. Haw. I waive counsel. I have my comptroller here in case you 
ask any questions about money in the bank and so on. 

The Cuairman. If you need to refer any question to him, we will 
call him around and have him sworn. 

Counsel, you may proceed. 

Mr. Fay. Mr. Hall, I am not going to attempt to follow verbatim 
the questions which were set down. i think we will accomplish more 
by starting out first with the reports that the Republican National 
Committee has filed with the Clerk of the House, evidencing the moneys 
received and expenditures throughout the year. Do you have that 
in the form of either the reports or the sum totals as far as the year 
1956 is concerned ¢ 

Mr. Hau. I think so far as the sum totals are concerned, Mr. 
Bacher, my comptroller, can give you that figure. 

The CHatrMan. Let us have him come around and be sworn and 
it will save time. 

Y Mr. Hau. Mr. Bacher tells me he has the figures through the latest 
ate. 

The Cuarrman. Do you solemnly swear that the evidence you shall 
give before this special Senate committee shall be the truth, the whole 
truth and nothing but the truth, so help you God? 

Mr. Bacurr. I do. 

The Cuatrman. Pull your chair around there, and identify yourself 
for the record, please, sir. 

Mr. Bacuer. My name is Edward L. Bacher, and I live at 4523 
Hawthorne Street NW, Washington, D. C., and I am the comptroller 
of the Republican National Committee. 

The Cuatrrman. Thank you, very much. Would you have a seat 
here. 

Now, any questions which Mr. Hall desires to have referred to Mr. 
Bacher, you may do so. 

Mr. Haw. The comptroller indicates that through November 26 
we have deposited this year $2,906,183.30. We have spent through the 
same date, $2,721,701.55. 

Mr. Fay. Your expenditures and receipts are through October 31; 
is that right? 

Mr. Hari. Through November 26. 

Mr. Fay. Right up to today? 

Mr. Hatz. That is right. 

Mr. Fay. Now, the chairman had asked Mr. Butler yesterday that 
if it was not too much of a burden, we would like to have the figures 
up to the time of testimony. I find that yours are up to that time so 
we will not have to ask you for that. 

Thank you. 

Mr. Hatz. That is right. 

Mr. Fay. Now, in connection with these figures, they are not the 
total expenditures as far as the national election is concerned, that 


were made by the Republican Party; is that correct? 
Mr. Hau. Of course. 
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Mr. Fay. That is the Republican National Committee as distin 
vuished from the Republican Party. 

Mr. Hats. Quickly I know of three other committees. We have 
the senatorial committee; we have the congressional committee; and, 
of course, we had the Citizens for Eisenhower-Nixon. 

Mr. Fay. Could you tell this committee then how those committees 
it into the general scheme of working in order to accomplish the 
purpose that was achieved in November? 

Mr. Hau. There is no control running from one committee to 
another, and no committee has control over the expenditures of 
the other committee. In fact, when we get to the citizens’ committee, 
they act completely independent, so that we do not know where they 
get their money or how they spend it. So far as the three national 
committees are concerned, naturally it so happens that I served in 
Congress with Mr. Simpson, the head of the congressional committee, 
and with Senator Schoeppel, head of the senatorial committee, and 
before that with Senator Goldwater, who was chairman of the 
senatorial committee before Mr. Schoeppel. We met, I would say, 
perhaps once every 2 weeks, talking over the general campaign. 

Mr. Fay. So that, with respect to the senatorial and the congres- 
sional committees then, vou did have a liaison, at least to know 
generally what their field of operations was, even though you might 
not particularly know the expenditures they were making to the dollar 
or even to the thousand dollars ? 

Mr. Hatz. That is right. 

Mr. Fay. Now, with respect to the Citizens for Eisenhower, can 


you tell us just how they _ and whatever information you 


have? It does not have to be personal information as far as your 
testimony here is concerner, but generally what you know about their 
operations. 

Mr. Hai. I know very little about their operations, and I think 
if you would desire real information there you must get it from that 
committee. 

Mr. Fay. Who is the chairman of that committee? 

Mr. Hatt. General Kilpatrick, of New York, and also the co- 
chairman, Mrs. Houghton. 

Mr. Fay. The general would be fully informed as far as their ac- 
tivities, such as you are fully informed of the activities of the national 
committee ? 

Mr. Haut. I am certain he would be. 

Mr. Fay. Do you have any knowledge at all or has it been made 
public at all, what the expenditures or receipts of that committee 
were ? 

Mr. Harz. No. I do not. 

The CHatrMan. You have no information as to the amount of the 
expenses of that committee / 

Mr. Hau. The only thing that I do know about that committee 
is this: When we had certain television time, if they wanted to take 
it over during the campaign, we let them take it over and they paid 
for it, but other than that, I could not give you any idea as to what. 
the total amount taken in was or the total amount expended. 

The Cuatrman. Do you know of any way that Congress and this 
committee could get full information regarding campaign expendi- 
tures in a presidential election ? 
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Mr. Hath. Well, it depends upon what you mean by that, Senator. 
The Caarmman. This is what I mean: Obviously, the $2,906,000 
that you collected or spent, and you spent a little less, does not repre- 
sent the total amount of money expended in advancing the campaign? 

Mr. Hau. That is right. 

The Cuarrman. And carrying on the campaign, and that is true 
with the Democratic National Committee, of course. 

Mr. Hauu. That is right. 

The Cuarrman. What I am asking is how can the Congress obtain 
information that will give us the total expenditures made for the 
election of a President and Vice President / 

Mr. Haru. The reason I asked the question is this: I happen to be 
a town chairman as well as the national chairman. I would say this, 
Senator, that in an off-year, other than presidential years, in my little 
town of Oyster Bay, we spend almost the same amount of money 
that we do ina presidential campaign. We get up all of our publicity, 
and we work for the election of a Republican ticket. 

Now, sometimes the head of that ticket is the governor and some- 
times it is only a local official, and every 4 years it is the President. 
How you would determine how much of the cost was caused by the 
election of the President, I do not know. In my opinion, if you got 
those figures, it would not add too much to your knowledge because 
I think every State, vour party and mine both, spends so much money 
for the election of a ticket, and that ticket is sometimes, I repeat, 
headed by the governor and sometimes by the President. 

The CHamman. | believe the law is now that we have a $3 million 
limitation ¢ 

Mr. Hauu. That is right. 

The Cuarrman. And obviously, we are not living within the spirit 
of the law, at least. 

Mr. Haz. That limitation is completely ridiculous. 

The Cnatrrman. And just thinking with regard to this committee’s 
function and what I think its duty is, if we can discharge that duty, 
it is to find out what is actually being spent today in campaigns, 
particularly in the campaigns to elect a President and a campaign to 
elect Members of the Congress. But it is to find out what is actually 
being spent. If we are going to revise the law, and if the limit should 
be raised to meet the realities of the situation, we ought to get as 
accurate information as we can so as to know what to make that limit. 

Mr. Haux. Well, Senator, I repeat, I think $3 million is ridiculous. 
For instance, I imagine both of our parties this year, one way or 
another, spent more than $2 million on television. So if you have 
a limit of $3 million and spend $2 million on television you have not 
much left to run the rest of the campaign. That is the reason why 
during the campaign you saw the Senate committee handle some of 
the television on our side, or the congressional committee. 

Then, I noticed on the Democratic side you had volunteers for 
Stevenson and Kefauver, in order to cut down the amount of that 
television cost to the respective national committees. I think that the 
amount allowed to be spent by a national committee should be raised 
to somewhere between $10 million and $12 million. I think then you 
could run a national campaign without setting up or using these addi- 
tional committees. 
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The CuarrMan. You are including all activities in that limitation ? 

Mr. Haty. On a national scale. 

The CuarrMan. Of $10 million to $12 million / 

Mr. Hai. On a national scale, that is right. In other words, you 

ill find for instance, that our three national committees, and I am 

ist guessing at this figure now, but I doubt this year if the three 

itional conumittees spent more than $7 million or $7.2. 

Che CuarrmMan. You think that in round numbers is your estimate ? 

Mr. Haui. That is about right, I would say that is about right. 

The CHarrman. Would that include local committees that may have 
heen set up in States and counties or districts? 

Mr. Hatz. No, it would not. 

The Coatrrman. They raise money and they spend it, of course. 

Mr. Haux. It would not include that, and it would not include my 
town of Oyster Bay which was working for the President right on 
down and does it every year the same way. 

The Crarrman. It would not include, of course, the expenditures 

that had been made during the past year in preparation for the 
campaign ? 
. Mr. Har.. No, but that item is not too large. So far as we are con- 
cerned, I doubt if there is very much spent in the States the year before 
n preparation. My recollection is the last year we spent around 
$900,000 to $1 million. 

The Crarrman. I gather from your testimony that it is your best 
judgment that there should be a limit of arearnd $12 million in order to 
he realistic with the cost of campaigning as of today ? 

Mr. Har. There is no question about that in my mind. 

The Coarrman. Thank you. Goahead. These questions of course, 
ire not directed at the Republican National Committee, but we are 
trying to get information here that will help the Congress to act intel- 
ligently on this problem. 

Mr. Fay. Mr. Hall, right on that same point that the chairman just 
discussed, do you have an official opinion as to the value of a limita- 
tion’ Inother words, there are some States in recent years which have 
enacted legislation saying that there shall be no limitation, and those 
sume States are now requiring the candidate, such as for governor, to 
designate an agent to act for him in authorizing all committees work- 
ing in his behalf. 

But they leave the committees free, without a limitation on expendi- 
tures, to be able to spend whatever they are able to collect in behalf of 
that candidate. Do you have an opinion on that ? 

Mr. Hatz. No, I do not. T think if you raise the limitation to a 
realistic amount, that will cover the question so far as I am concerned. 

Mr. Fay. You do not see any danger of a breach of that limitation 
by committees outside of and beyond the control of the Republican 
National Committee? 

Mr. Hatz. Well. this is what you are faced with there, and I do not 
think that the Congress would want to interfere with it. You have. 
of course, the two major parties, and I am a great believer in a t*vo- 
party system, but also State legislatures and the Congress have always 
been very jealous to allow citizens to organize and do something on 
their own outside of the two national committees for the major parties. 

So, I do not think that we will ever come to a point where we will 
say, “No, there cannot be any other committees working for candidates 
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except the national committees for the two major parties.” I do 
not believe the Congress would ever pass such a law, because the citi- 
zens would want the right to organize. 

Senator Ture. Might I at that point ask Mr. Hall this question: 
Would you propose a ceiling over what all committees might then be 
allowed to spend in a campaign? Otherwise, if you put a $12 million 
limitation on your national committee, but still permitted untold 
sums or some given sum by various committees, then you are getting 
back up into another figure. 

Mr. Hatt. I do not know how you would be able to control that 
if you applied it to all of the committees that might be set up in 
the United States because you would come down to the last 2 weeks 
of a campaign, and no committee would know what it could spend. 
Senator, Pdhank it would be completely unworkable. I do not know 
how it would work in the last 2 weeks of a campaign. 

For instance, I can sit down with Mr. Schoeppel and I can sit. down 
with Mr. Simpson, and say, “Are you going to put so and so on the 
television?” but I cannot call up a committee of which I have no con- 
trol and say, “What are you going to spend in the last week?” Under 
your theory, what they spend might have some control over what I, 
spend. 

Senator Toye. It was not my theory. It was my question. 

Mr. Hatxt. Under your question; I am sorry. 

Senator Ture. For the simple reason that we now know, as it was 
brought out yesterday, you had the “Red-Headed Group” and the 
“Left-Handed Followers” so designated. In the event you have $12 
million for the national committees, you then place no limits on the 
so-called independent committees organized ? 

Mr. Hatu. They would have the same limit, and they do today. 
They have the same limitation that we would have. 

Senator Ture. Then you are right back where we are at the present 
time, except that you have lifted the ceiling ? 

Mr. Hatt. That is right. 

Senator Ture. Would that be a fair assumption of your con- 
victions? 

Mr. Hatz, Let me say this in answer to your question, Senator: I 
know from our side of the picture, that there is no independent. com- 
mittee that spends anything like $3 million even now. That limita- 
tion worries us, but certainly there is no independent committee that 
is set up that spends anything like that. To my mind, it would not 
worry us in the future, and I do not think it would be any problem to 
the Senate so far as our side of the picture is concerned. 

Senator Gotpwater. In connection with these committees, would 
you think it would be a wise thing to require a candidate to authorize 
a committee to work for him, so that the candidate would have some 
moral responsibility for the activities of the committee ¢ 

Mr. Haru. That question was asked of me sometime ago, and again 
I revert to the system we have in New York. I presume that it must 
be the same system in every State or in many States of the Union. 
You have precinct organizations, and I think in New York between 
our cities and towns and precincts we have 12,000 organizations. 
Now, if a candidate, a Senator is going to be responsible for not spend- 
ing over a certain amount, or a Congressman, how is he going to find 
out how much each one of those little committees is spending for him ‘ 
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In New York, for instance, they get up a slate of candidates, and 
the Senate may be at the top of the ticket, if it is in an off year and 
the Senator is running. Is the Senator going to be charged with the 
cost of his name being on every little piece of literature in every little 
precinct in New York State? I do not know how you would work it 
out, Senator. I would not want to hold him morally responsible for 
every little expenditure in the 10,000 precincts in my State. 

Senator Gotpwater. Let us look at it another way,then. I was not 
so much concerned with the control of money in this instance as the 
control of the type of campaigning. We ran into an instance up in 
Montana in the ee election 2 years ago, where a candidate had a com- 
mittee working for him, and he did not even know it existed at the 
time, which made some rather derogatory statements about his op- 
ponent and the birds came back to roost on his shoulders, 

To get at the control of money, what would you think of the idea 
of making a per capita or voting capita allowance, say of 10 cents or 15 
or 20 cents per voter, to be used by each party! In New York, be- 
cause you had 5 million votes, and it was 10 cents, you would have 
$500,000 for a senatorial campaign, and in a State like Nevada with 
100,000 votes, you would have $10,000. 

Mr. Haun. Today I would not want to say what figure you would 
use, but I think some limitation like that would be in ae and could be 
worked out. 

Senator GotpwatEr. Now, if we come to some conclusion like that in 
legislation, then getting back to the committee idea, would it not be 
possible for the candidate to authorize a committee to work for: him 
and through the proper management know what each committee can 


raise, so that his total does not exceed the allowed per capita assess- 
ment ? 

Mr. Hatt. Except again I go back to the regular precinct commit- 
tees in my State, and I repeat there are those in many other States. 
Would you hold him responsible, and would you include in that 
$500,000, if that is the limit in New York State, the cost to each Pe 


cinct in New York to put his picture on their local pamphlet with their 
local condidates ? 

To my mind, you have something there to work out and it is not 
going to be easy. Now, I can see, you could require an approval for 
statewide committees, which are set up, but when you say every com- 
mittee, I think that you are putting a burden on a Coadlinas which in 
the last 2 or 3 weeks of the campaign he would not know what he had 
spent or how much he could spend. 

Senator GoLtpwarerR. I agree with you, we had not thought about 
the precinct committee as a committee. 

Mr, Haun. The regular party organization, I am thinking of. 

Senator GoLpwaTerR. I see what you mean now, but let us confine it 
to what was called here the red headed secretaries for Smith, and that 
type of committee. Would you think that some control should be 
exercised over those? 

Mr, Haut. If you could work it out, yes, that would splendid. 

Senator Purrett. We had some testimony yesterday on the Alex- 
andria, Minn., plan. Are you acquainted with it ? 

Mr. Hain. Not too well; no. 


, 84131—57 18 
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Senator Purreiu. I wonder if you would express opinion on that. 
That is one on which collections are made and then distributed on the 
basis that the moneys collected as we collect in a fund drive for the 
Red Cross or for any other organization of like nature, then the money 
is redistributed to the parties on the basis of the returns or the votes 

cast for that particular party in the previous election. I wonder if you 
hea any chance to study that plan ? 

Mr. Hay. I would express this opinion: [ would hope the time 
would never come when our 2 parties, 2 major parties cannot raise the 
money necessary to do whatever they have to do. I think that we 
begin to weaken ourselves when we start depending upon systems like 
that. 

Senator Purreity. You have not studied the plan, however? 

Mr. Haut. No. 

Senator Toye. Might I ask a question at that point, Mr. Chairman. 
Would you have any objection to the use of such a method of collect- 
ing funds and distribution of that fund in order to allow the person 
who did not wish to identify himself with either party or to allow a 
person under classified civil service employment to make a contri- 
bution without being identified as to his political affiliation ? 

Mr. Haw. Iam one of those who believes that people should identify 
themselves with a party, and I do not think that we should provide 
too many opportunities for them to give, without being identfied. 

Senator Toye. But Mr. Hall, a classified man does find himself and 
he could very well find himself very much embarrassed if it became 
a known fact that he contributed to one political party. If he were 
in a losing party, as the chairman has just made reference to, and he 
were a civil service employee, that would be important. Those are 
questions that we need to examine very carefully in this system that 
we are thinking of 7: discussing. 

Mr. Hatz. Well, I do not think the dangers there are great enough 
to make the change that you suggest. If we believe in the two-party 
system, I do not think that we should do anything to say to people, 
“Well, it is best for you not to belong to a party, and it is best for you 
not to donate to a party.” 

I think we should be doing everything we can to broaden the base 
and to get more people to give to their respective parties. That is to 
let people know what they are doing. I think we should encourage 
it, and build up the attitude with the people that everyone of them 
should donate either to the Republican Party or to the Democratic 
Party 

Senator Torr. Those who conceived the Alexandria plan, and even 
my first thought to the question was on the basis that vou would 
broaden the source of contributors and that you would be able to have 
people go out and solicit funds not in the name of a Republican or 
Democrat or an independent or a farmer labor party, but in the name of 
the politics as existing in this Nation. Iam as much for the two politi- 
cal systems as I believe you are. 

Mr. Hat. I would like to look at that proposition very hard before 
I said “yes.” 

Senator Purtety. May I say that we were interested yesterday in the 
testimony given, and it is obviously a preliminary approach to this 
problem. It seemed to hold promise in some field, "aid it did not pre- 
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clude, understand, the giving on the part of individuals to parties of 
their own choosing but it did give some interesting testimony and per- 
haps you would like to examine it further. 

Vir. Hart. [have not heard about it. 

The Cuarrman. Mr. Hall, if we may get back to this question of 
limitation of funds, this is a question more than a theory. In order 
for the Congress to know, and the American people to know the amount 
of money collected and expended in a national campaign, and I am 
speaking about the Congress and the Presidency, would it be practical 
to require all persons who raise money and who expend money in a 
campaign in a presidential or congressional campaign, to register as 
we require lobbyists to register and make a report of those expend)- 
tures and the source of the contributors / 

Mr. Haty, I think if you did that in a national campaign, you 
would have to find a new building to file the reports. 

The Cuamman. You probably would have to set up a new agency ¢ 

Mr. Haut. That is right. 

The CuoatrMan. Lam just talking about this from a practical stand- 
point. 

Mr. Hatu. May I say this, Senator——— 

The CuarrmMan. It would become very cumbersome, and it may be 
unworkable, but here we have this job here and we are assigned this 
task of trying to find out what is wrong with the present system and 
how it can be improved and how we can get better supervision and con- 
trol over campaigns for national office. 

Mr. Hau. For instance, take your State or take my State. Take 
iy State for instance. 1 doubt if my State committee, and I may be 
wrong, up there spent much more money itself in this campaign than 
it would in a campaign involving the Governor or the Senator. If 
we had a Senator and Governor running in the same year, more than 
likely that amount would equal what we spent this year or be pretty 
close to it. 

So, I do not think you would learn anything if you got all of those 
figures. I think if you deducted in your State the primary for a 
(rovernor if you had one, and a governorship down in your State vou 
do not have much of a contest. 

The Cuarrman. Yes. we do. 

Mr. Hatx. I mean intheelection. But where you have a real contest 
for Governor, they spend almost as much in that campaign in that 
State as they do in a presidential campaign. The difference is what 
we ot at top level from the national committees. 

The Crarraan. In my State they probably spend 10 times as much 
for Governor as they do in a presidential campaign. 

Mr. Hatt. Therefore. what do you learn dyton these figures if vou 
got them all? . 

The Cnatrman. I am just asking if it is practicable. We have to 
zive some kind of a report. I want to explore every possible avenue 
of this thing to come up with the best report this committee can 
make, upon what can be done. I am thinking that of course if you 
required something like you required lobbyists to register now and ac- 
count for their funds they received. and their expenditures, if you 
required every person who collected funds in a campaign or who was 
treasurer and expended funds in a campaign to report it, you would 
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in my judgment have to set up a new agency of Government to keep 
a check on it. 

Mr. Hauu. That is right. 

The Cramman. At the same time, I do not see that just raising 
the limit to $12 million is geing to afford much of a solution, because 
every committee then that wanted to could go out and raise money 
just as they do now, and continue to spend. So, you would not have 
actually corrected anything by raising the limit. 

Mr. Hau. Senator, I think that when we speak of this limitation 
of raising the limitation of $3 million, I think Mr. Butler would say 
the same as I say now, that we are only thinking of the national com- 
mittees. Ido not think that we have much to worry about in separate 
committees going out and raising sums of money such as we are talk- 
ing about. If there are any, I do not know of them. I would just 
guess for instance, and this is just a guess, that if the Citizens’ Com- 
mittee for Kisenhower-Nixon raised and spent around $1 million that 
would be the top this year in a presidential campaign. 

So, I think, or I believe we are only talking about the national 
committees of the respective parties. 

The Cuatrman. Now then, let us go to the matter of contributions, 
and $5,000 is the limit now, I believe, that a person can contribute. 
But as I understand it, again they can contribute $5,000 to a half a 
dozen different committees if they desire to do so. There is no limit 
there or no restriction as to the number of committees. That is the 
way the law is operating now, whether that is the way it was intended 
or not. It is just like your campaign contributions as a whole. 

Now, would you think it advisable or do you have any suggestions 
to make about how we can hold down those contributions, so that if 
we set a limit at $5,000, that is the total amount that any one person 
can give for all campaign purposes in any one year ? 

Mr. Hat. Well, I think we would be going pretty far afield, if 
we said to a person who might have interests in 12 States that he 
‘annot help the cause of good government as sees it in those 12 States. 

The Cuatrrman. We have had one suggestion before this committee 
that you limit campaign contributions to $20 per person per year. 
That is, $5 to a presidential campaign, $5 to a Senator, $5 to a con- 
gressional campaign and $5 for all other purposes in the State. Do 
you agree with that? 

Mr. Haut. I certainly do not. 

The Cuatmrman. Weare assembling all of these different viewpoints. 

Mr. Haut. I think, Senator, that you have today a limitation of 
$5,000 per contribution, and you have a gift tax above $3,000, and I 
think you have enough of a restriction there today. I do not see any 
harm—for instance, if I have a business in 3 States I do not see why 
I could not give $3,000 in each of the States where I have some in- 
terest to the cause of good government and we are talking about 
politics here because we think it is a part of good government. 

The Cuarrman. How does the national committee raise its funds! 
I think we asked Mr. Butler a similar question. 

Mr. Hat. This is generally the setup. I appoint a national finance 
chairman. Then each Republican State chairman, the District of 
Columbia, Alaska, and Hawaii, appoint what we call State finance 
chairmen. Then, they work as a group under the national chairman. 
While my chairman, Mr. Folger, is not the chairman of that group, 
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he calls them together, and he works with them on the raising of 
funds for the national campaign. 

We set a quota for each State, and at the end of the year we hope, 
always, that each State will raise its quota. But of course, we do not 
have a situation where every State does. 

The CHarrMan. There are some general practices followed by both 
committees, in soliciting funds, like holding dinners. 

Mr. Hatu. The States hold those dinners, we do not. Since I have 
been in office, and I do not think it was any different before I came 
in, the national committee as such does not hold any dinners. 

The CHatRMAN. Well, in a hard campaign, you just raise money 
any way you can, that is the experience I have had. 

Mr. Hau. We get a hold of the finance chairman in his State, and 
if he has not raised his quota, we get a hold of the State chairman, 
and we say, “Do something to get your quota into the national 
headquarters.” 

The Cuarrman. Do you know of any illegal practices that are now 
going on? I am talking about generally or any specific instances of 
illegal practices under present law. 

Mr. Hatt. No; I do not. But I must concede this, that with the 
*3 million limitation, you give burdens to other committees that you 
would not ordinarily give to them if that limitation were raised. 

The CHatrman. You know the letter of the law, and you feel the 
letter of the law is not being violated at present, but the spirit of it 
no doubt is? 

Mr. Hatz. That is right. 


The CuarrMANn. And being done by both parties / 
Mr. Hatz. That is right. 
The Cuairman. And possibly by other committes. 
Are there 7 further questions ¢ 

r. 


Mr. Fay. Mr. Hall, you mentioned the fact that there were four 
national committees, earlier. Right in the beginning you said there 
were 4 and the 3 that you have liaison with were obviously your own, 
the senatorial and the congressional, and you were speaking of the 
Eisenhower Citizens’ Committee / 

Mr. Hatz. That is right. 

Mr. Fay. Now, there was something that appeared in the press 
earlier in the year that by reason of national dinners throughout the 
country, your party raised, the figure was in excess of $7 million. 

Mr. Hatu. The figure was around $5 million, and this is what hap- 
pened: We ran a closed-circuit television program, and then we asked 
the respective States to put on dinners. We did not put on the dinners. 
In other words, we had, I think, dinners in 53 cities in the country. 
Frankly, I would have hoped that maybe 100 cities would have put 
on the dinner but they did not. Only 53 put them on. Then, we 
furnished from Washington and from other points in the country, 
a program which was piped by closed circuit to each of those 53 dinners. 

Now, this is partly a guess but it is pretty accurate, and I would 
say the gross proceeds of the dinners amounted to something a little 
above $5 million, of which the national committees, all 3, by distribu- 
tion from the various States, got a little over $2 million. 

Mr. Fay. That is a perfect explanation, and it illustrates the point 
that I am now trying to come up to. With respect to the question 
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as to the $12 million limitation that the chairman was just discussing 
with you, and whether or not it is realistic and operable, more impor- 
tantly even whether it is realistic, because of the fact that if that 
incident there turned over $2 million to the national party, then there 
was $3 million that was left in the States’ coffers at that particular 
occasion. 

Mr. Hau. Not for national purposes. 

Mr. Fay. I will agree to that, but we are coming to the next point. 
The public has been informed by the press, and I think reasonably 
so, and the press is rather accurate as far as the speculation which is 
all it is concerned with, that there has been somewhere between $150) 
million and $200 million spent in a presidential year throughout the 
48 States and Territories. 

Mr. Hay. But I would say if you added up as the Senator just 
suggested, the cost in each State where we had a governor running, you 
would come to almost the same figure, so that figure is not realistic. 

Mr. Fay. That is what we want to get to. Somehow or other, the 
public and certainly the press, feel that they want to know what the 
cost of the national election is. 

Mr. Hautxi. When they say that $117 million figure, they are talking 
about the fund that goes in to elect a local sheriff, or a local councilman, 
and they are just taking the total figure. Now, you could leave out the 
presidential race entirely, and go to the States when they run a gover- 
norship, and I repeat in most of the States you would come to the same 
figure and in some places higher. 

“Mr. Fay. C onceding the right of the public to know any facts that 
they want to know about the operation of their Government, certainly 
the election of its officials are the most essential of the operations of 
that Government. 

Does it not follow that the only way that what is being spent can 
reasonably be known is to remove these limitations that you admit are 
ridiculous and try to get some kind of a reporting system, even at the 
State level and conceivably at the county and city level, not at the 
precinct level obviously, some kind of a reporting that will allow an 
interpretation of those figures that are finally submitted at the end 
of an election to show not only what the national election has om, 
but what the election in each State costs if the parties and the people 
are interested in that particular information ? 

Mr. Hau. I do not know what the county figures would be worth 
to you. I do not honestly. I mean that sincerely. They put the 
emphasis on voting a straight ticket, in your party and mine. They 
do it whether a President is on that ticket or not. The emphasis 
from the organization standpoint is vote for the Republican ticket 
or vote for the Democratic ticket. 

Mr. Fay. All right, aside from the national election, there is still 
a limitation as far as the senatorial contests are concerned and the 
congressional contests are concerned. Would you concede that they 
are equally as ridiculous as the $3 million figure is on the national 
party ? 

Mr. Hauy. I think the present limitation is 3 cents a vote. 

Mr. Fay. No, it is $25,000 as far as a Senator is concerned. 

Mr. Hatz. Or 3 cents a vote. I think it is just as ridiculous. 

Mr. Fay. When there is no presidential election but there is 4 
congressional election, which is every 2 vears, and in some States a 
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special election at the same time of your off-year city and county and 
sometimes State official elections, you still have tremendous expendi- 
tures ¢ 

Mr. Hau. That is right. 

Mr. Fay. I am submitting to you for your opinion, the idea that if 
there is no limitation or if the limitations are taken off for 4 years, just 
for a test, and the law is passed that would require some kind of real 
policing as far as the filing of reports are concerned, conceivably the 

yublic could get the information they want and conceivably they would 
be perfectly satisfied once they got such information. 

Mr. Hatz. When you speak of policing, I think it would be wrong, 
frankly, for the Federal Government to do that. You have said forget 
precincts but let us go to the counties. I think it would be wrong for 
the Federal Government anyway to go and attempt to police 3,000 
counties. 

Mr. Fay. Merely the requirement to file reports with the Secretary 
of the Senate and the Clerk of the House. That is the only policing I 
mean. 

Senator Gotpwarer. May I make an observation. It was either in 
a newspaper clipping of vesterday, or some day within the last several 
days, I noticed that Mr. Roberts, the Clerk of the House, has written 
about 100 letters to candidates who have not filed reports yet. The 
amazing thing is that no one has ever been prosecuted for failure to 
submit a report to the Clerk of the House. 

Now, we get down again to what many of us contended, that we are 
talking about the fields of morals, and you can write all of the laws 
you want, and we find 100 candidates who have not filed reports yet, 
and we find that the Clerk of the House under both administrations 
has never prosecuted anybody. Why worry about writing more laws / 

Mr. Hauu. I presume they are the losers and nobody cares after elec- 
tion day. 

Mr. Fay. They are not all the losers. 

Mr. Hau. I get your point, Mr. Fay, and I wish I could be con- 
vinced that if vou got figures from the 3,000 counties in the United 
States it would help you. But in view of the fact that I am familiar 
with local politics, too, I do not know what those figures would be 
worth to you. J think they would confuse rather than help. 

Mr. Fay. Well, Jet us say, though, to see if we are in agreement on 
this point, that if we had them at least they would be the best factual 
data that could be obtained as to the cost of a State election and in turn 
a national election, in a national election year. 

Mr. Haru. You might take a spot check of 4 or 5 States, and see 
what they spend in off elections for their local tickets, like governor 
and soon. Then, to see whether there is any tremendous increase in 
those States in a presidential race, you can find that out and if there 
is not too much of an increase, there is not too much to think about 
there. 

Mr. Fay. Excent that there is also a basic interest in a rather sub- 
stantial figure of $150 million to $200 million as far as the cost of an 
election is concerned, in a congressional year or a national presidential 
vear, 

Mr. Hatz. This committee I think could show very properly that 
that is not spent on the election of a President alone. I think that is 
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the mistake that has been created here, that you spend that for the 
election of all of the candidates of both parties in the respective States. 

Mr. Fay. I agree, but the press and the public have the feeling that 
they want to know factually that that isso. I am trying to get some 
idea how this committee can reasonably recommend some thoughts or 
ideas to the Senate that will be sufficiently practical that they could 
be tried out for a 4-year period and determine whether or not they are 
operable at the end of that time. 

That is the only reason why I say possibly the “no limitation” factor 
might be considered if you have the other matters really tightened up. 
That is, first the authorization of committee activities by the candidate, 
whether it be senatorial, congressional or presidential; and then, sec- 
ondly, the reporting system. 

The word “policing” was completely out of place for what I had in 
mind. I meant merely watching to see that the reports are put 
in and if they are not, a followup to get them in. So that there is 
a repository, whether it be the Clerk of the House or as the chairman 
suggested, if necessary even a new agency that would have them avail- 
able for an analysis and for publication thereafter. 

Mr. Hatt. I still say I do not know why figures which have to do 
with the election of local officials such as councilmen, sheriffs, county 
clerks, and so on should be filed with a national body. To carry out 
what you have in mind, that would have to be done. 

I go further and repeat, I do not know what you would learn froin 
it: Lreally do not. 

Mr. Fay. Basically, you would learn what the cost of the election was. 

Mr. Haru. Not the presidential. 

Mr. Fay. No. 

Mr. Hau. Or not the Federal election. 

Mr. Fay. I concede that. 

Mr. Hatz. Therefore, you would not learn anything. 

Mr. Fay. I am assuming that you certainly would have the cost of 
the election if you had a report of everything that was spent by every 
committee and agency that was working throughout the 48 States. 

Mr. Hatz. Oh, yes. 

Mr. Fay. Then it would either prove or disprove the figure of $150 
million to $200 million a year for the cost of an election. If that was 
proven, then the public might be satisfied that they knew what their 
elections were costing and how the money was being spent. 

Mr. Hav. But I still cannot follow. Why should the Federal 
cereeneaae be interested in what it costs to elect a Governor of a 
state ! 

Mr. Fay. Just because it would be incidental. There are very rare 
oceasions when a Governor is elected that Federal officials are not 
elected also. 

Mr. Hatx. I do not know. I cannot add anything to what I have 
said about that. I think you would get a lot of figures that would not 
prove anything. 

Mr. Fay. You have no idea then, how you could get some figures 
that would be of interest, not just to the people that were interested 
primarily in the presidential election, but the people interested in the 
entire cost of the election process throughout our 48 States? 

Mr. Hatx. You might do this too—go too far. We try to get people 
interested in our little villages, to get out and work for our party. 
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Now, if we are going to make rules and regulations that every time in 
the local community they form a committee to help the Republican 
Party or to help the Democratic Party, they have got to file reports in 
Waslinenions you are going to dampen the spirit that we want, and that 
is more participation by people locally in politics. 

I would hope that we would do nothing here to dampen that en- 
thusiasm because I know you and this committee and the chairman 
and the members want more people to participate in politics. But, 
if you require local committees to file reports every time they organize 
to help somebody in politics, they are going to say “Well, if there 
is that much work to it,” they are going to pull back from getting into 
politics. 

Mr. Fay. Would it not be reasonable and realistic to put a limitation 
on the committee that no committee will collect more than $1,000 for 
instance? That is not an unreasonable sum. 

Mr. Hatu. I do not think—and having been a member of Congress 
I say this in all good spirit—it is the affair of the Federal Government 
what is spent in a Fen election. I think it would be unfair to require 
figures in a local election to be filed in Washington. I think we have 
got to trust our States, and we have got to trust our local communities, 
and I know what you are driving at. But, at the same time I think 
you would be interfering with their processes if they had to file in 
Washington what was spent on every little local election. 

Mr. Fay. I am deeply grateful for the forceful and effective ex- 
pression of your thinking on it. The only way we are going to be 
able to evaluate anything is on the opinions of men like yourself that 
have some knowledge, and certainly you, who actually were a candidate 
for Congress, know it from both sides, from the administrative side 
how. 

Mr. Hatt. Iam alsoa precinct committeeman. 

Mr. Fay. I realize that too and you were also a State official, I 
believe. You were an elected officer of the State of New York. 

Mr. Hau. You can carry this down too far. For instance, this 
year as a precinct committeeman I think my county organization sent 
me $60 to spend in my precinct. I added something to that. 

Now, let us assume you said the limitation was $100 for all reports. 
I spent that $100, or whatever I spent, in that precinct on the whole 
ticket. I did not say to anybody, “Just vote for this one.” Every 
worker that went out and every car and telephone that was used was 
to get people out to work for the Republican ticket, and I do not think 
we want to do anything in Washington to interfere with the party 
machinery down on the county and town level. 

I think that is something we should leave alone. That is healthy. 

The CuarrmMan. May we get back to one other problem there with 
respect to contributions. The limit now is $5,000 that one person can 
give. We have read a good deal, and it has been charged that there are 
those who are able to make substantial contributions that frequently 
give the limit in their own name and then take names of members of 
their families, even minor children, and make contributions up to the 
limit in the name of their children and others. 

What is your experience along that line? 

Mr. Hat. I do not know of any children giving to our party. It 
would seem to me that the law is plain that the money is given by an 
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individual, and I do not know how you could give the same amount of 
money to John Jones and let him give it. It would seem to me that 
that could not be done. 

The Cuatrman. Those charges have been made. 

Mr. Hauy. I think we get many contributions from husbands and 
wives, but 1 cannot think of any contributions that come from children, 
although I would say this: Frankly, we do not know whether a per- 
son is 19 or 21 when a check comes in. 

The CuatmrmMan. Would you think it wise for the Congress to con- 
sider prohibiting anyone from contributing who is not a voter? 

Mr. Haut. You might consider some age, but I do not know whether 
tosay “a voter.” Today people- 

The CaarrMan. People eligible to vote in the election. 

Mr. Hatu. Today, people of 19 years of age are more inter- 
ested in polities than they were when I was 19 years of age, and if they 
want an interest you might dothat. I would say it would certs uinly be 
proper to put a limit. A child of 10 or 12 for instance, really does 
not have an interest and does not understand politics. An arbitrary 
age might be right. 

The Cuairman. That is one charge that has been made from time to 
time, that some particular rich families or people in the country get 
around the letter of the law in that way, by making contributions in 
the names of diff rent members of the family. 

Mr. Hauy. That is right. 

The Cuarrman. I am not thinking of any specilie instance, but I 
know that charge has been made and for instance, there is before me, 
and I do not care to read the names, that in 1952 certain families con- 
tributed as high as $150,000: another one, $145,000; and another one, 
$80,000 ; and another , $50,000. 

I am not vouching for the accuracy of these figures but those large 
contributions come from either 1 person or 1 family. I just wondered 
if you had any suggestions as to how the law might be tightened up in 
that area. 

Mr. Haut. I think that you might fix an age limit, below which a 
contribution could not be given by a person. Whether 21 or 18 is the 

right age, I would not say this morning. 

"The CHAIRMAN. If you just said “of legal voting age,” in some States 
they do have 18 years of age as voting age 8 tod: ay. 

Mr. Hauw. That is right. 

The Cuaman. That thought had been expressed here by someone 
but I do not reeall who did express it. 

Are there any further questions? 

Mr. Fay. Mr. Hall, I think earlier when we were speaking about 
these three committees that each come under the limitations, you were 
referring to just the senatorial, congressional, and the Democratic 
National Committee. Is it your thought also that the Citizens for 
Eisenhower or the Citizens for Stevenson would have the same limi- 
tation of $12 million ? 

Mr. Hau. If you just upped the limitation today, that would be the 
result. 

Mr. Fay. But these three would be under the one blanket $12 million 
would they not, or would they each have $12 million? 

Mr. Hat. If you just increased the limit, they would each have 
$12 million. As I say, today with the $3 million limitation, I do not 
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think that the committees on the Hill have ever spent $3 million, not 
nmy memory. 

Mr. Fay. If they were upper to 20 cents a vote, which is the figure 
ised in either the Hennings or the Johnson-Knowland bill, it is con- 
ceivable that it would go over $12 million; is it not? With some 60 
illion votes at 20 cents a vote it would be a little over $12 million, 

Mr. Hau. But you have other things that enter into it. The ques- 
tion is raising the money. For instance, when we are speaking of $12 
million; I have not seen national committees raise $12 million yet, all 
3 of them. 

This year I think we put on, and your party put on, an effective 
campaign and I think when we get through all 3 committees will have 
spent $7,200,000. Let me tell you it was pulling teeth to get $7,200,000. 
I do not think we have to worry about too many committees raising 
$12 million in the United States today. It just is not being done. 

Mr. Fay. That is conceded, but with the advent of the $100 dinner 
as far as the States are concerned, the State committees conceivably 
are running up to the figure beyond $12 million as a total of the 48 
States, are they not? 

Mr. Hatz. That is what is happening in the States, and I hope it 
happens in more States: Today some States are running State head- 
quarters 365 days a year. I am trying to get every State to do that. 
That costs money, so that money comes out of these dinners that are 
run out of which we get part. That applies tothe State quota. Much 
of the money that stays locally, goes into the running of that State 
headquarters on a year-round basis. [ think your party does the 
same thing. That is healthy but it has nothing to do with national 
elections as such. 

Mr. Fay. Except that it cannot be completely divorced—at least 
as far as the public mind is concerned that is true—from the national 
election because that State headquarters is just as vitally interested 
in every congressional election that is conducted and every senatorial 
election that is conducted in every 2 years. 

Mr. Hautu. They raised that question with me at one other hearing, 
even suggesting that I divide my expenditures into appropriate areas. 
I said this in answer to a question: I hope that what we do in head- 
quarters helps Senators in their contests for reelection, but suppose I 
came up to the Hill to see the three Senators who are sitting on the 
dais here this morning to talk to them about their campaigns. How 
much would I allocate to that visit? That would be in my budget 
and what information would you get from me if I told you that I came 
up to visit them? 

I do not know how you would ever work those things out. 

Mr. Fay. I am not sure that I have any of the answers but I am 
seeking them. That is why some of these questions may be even naive 
from the standpoint of the actualities that exist. 

Mr. Hat. They are very proper. 

Mr, Fay. But unless the theories are explored we cannot have any 
practical facts upon which to predicate recommendations. That is 
the only reason that I am probing as I am attempting to do on these 
points. That is why I get back to the fact that at least temporarily, 
for a 2- or 4-year period, the Congress might explore the possibilities 





888 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


of no limitations to see whether or not the information they do get 
is worthy of the effort that would be required to get it. 

Mr. Hass. You mean by that that people are interested not in what 
comes in, but what is expended ? 

Mr. Fay. That is correct and I think that you are very well aware 
of it because you have undoubtedly encountered it when you were 
asked by people that you have encountered throughout the country 
on that subject. 

Now, what effect do you see that the independent committees, such 
as the independent citizens’ committee for Eisenhower or for Steven- 
son, have on the national party as far as our two-party system is 
concerned, Mr. Hall ? 

Mr. Hau. I think they are always going to be with us and there is 
an opportunity for a great segment of voters who vote independently 
to get together and support candidates. I think they have a great 
effect in election campaigns and I think everyone will agree with me 
that perhaps people are voting more independently today than ever 
and they are crossing their tickets and they are splitting their tickets. 
It is a day when people are just thinking independently much more 
than in the past. 

I believe you will always have these independent committees. I 
think in many areas they serve a great purpose for the expression of 


the people. 

The CHarrRMAN. So much so, it is becoming dangerous to run for 
office ; is it not ? 

Mr. Hatz. That is right. 

Mr. Fay. Well, on the point again of the amount of money that is 
expended, the law at present allows numerous exemptions in the limi- 
tations on spending by candidates, particularly senatorial and con- 
gressional candidates. 

Those limitations are with respect to printing, travel, and other 
expenditures. Now again, on the basis of your past experience as 
a candidate and as a successful Member of Congress, you had to file 
those reports. Do you have any thoughts on the adequacy of those 
reports or the inadequacies of the exemptions that are allowed to be 
excluded from the reports ? 

Mr. Hatz. On the whole broad question of being a Member of 
Congress or a Member of the Senate and running for election, I think 
a Member of Congress should consider that his business. 

I think that with respect to expenditures and with respect to ex- 
penses we have been unrealistic all the way along the line. To my 
mind, we make it prety tough for a Senator or a Congressman to run 
for election and to spend the money necessary and at the same time, 
live within the range of income that he gets as a Senator or Congress- 
man. 

So I think Senators and Congresmen, and I was one so I can say it, 

erhaps have not done what we should to take care of the situation 
ause it is our business. It is just as if a man comes down here to 
represent a firm or acorporation. Yet a Senator or Congressman has 
all of those expenses and cannot take any credit or exemption for 
them as far as I know. At least it was that way when I was in 
Congress. 

The Cuamman. You think then that it makes it pretty tough for 

him to stay honest ; does it not ? 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 889 


Mr. Hau. It certainly does and I think that the country would 
approve today, a new look at what happens so far as Congressmen and 
senators are concerned and I would hike to see the Congressmen and 
Senators get credit for the expenses that they have in Washington so 
far ag taxpayments are concerned, 

senator Tuy. There is the unfortunate situation existing that 
many of the citizens believe that any Member of Congress is permitted 
travel expense any time they go anywhere between their respective 
States and the Congress or Washington, and likewise traveling about 
the State. 

Now, it costs from here to St. Paul-Minneapolis, $118.82 for a round- 
trip ticket, and a greater amount if it is a single way. 

Now, that is not tax exempt in the first instance; we pay the tax 
on that traffic. 

At the same time we have to bear that as our own personal expense. 
If L were going to California it would cost me a considerable bit 
more. It would all come out of my salary, and very few citizens 
have any knowledge that that is a part of the individual congressional 
Member's expenses and that it is not borne by Government. 

Mr. Hau. I am out of Congress now. I think you should do some- 
thing about it. 

I say I think the spirit of the people is such that today they would 
applaud such action. 

Senator Purrett. We are allowed one round trip during the session. 

Mr. Hatu. Twenty cents a mile, isn’t it? 

Senator Purrett. Yes. One round trip. Any trips you make 
other than that, you pay. 

Mr. Hau. We fellows in the East go home often, don’t we! 

Senator Purrers. Yes; quite often. But that has nothing to do 
with this immediate question, which refers to the exemptions allowed 
in reporting. Those exemptions, limitations that are exemptions, 
that you apply against your expenditures as a candidate—you are 
allowed exemptions, such as travel, printing, postage, and so on. 

That is not running expense when you have an election. That ap- 
plies only for candidates either for reelection or election. 

Mr. Hatt. Wouldn’t that be taken care of if you raised the amount 
of money that a candidate could spend ? 

In other words, that would not become so important; would it? 

Mr. Fay. Again it gets back to whether or not any limitation you 

put is gomg to be ridiculous because of the fact, that, in some sena- 
torial contests and in some congressional contests, certain features 
arise that make that contest the outstanding contest of the entire elec- 
tion year. 
_ We have in mind, I am sure, several this year that were outstanding 
in that they were spotlighted and they were hard fought and, I sub- 
mit, clean contests; but yet I am confident with the travel, the print- 
ing, the telephoning, and postage used in those particular contests, 
as well as the television, radio, and other features, advertising and 
what not, that the contest, senatorial contest, ran up into the hun- 
dreds of thousands of dollars. And yet that candidate, the defeated 
candidate, as well as the successful candidate, has to submit a report 
here to the Secretary of the Senate in which he says that: “I didn’t 
spend more than $25,000.” 
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And he is being truthful about it, because the ones that have been 
interviewed and submitted the reports can truthfully say that “this 
other committee working for me is the one that handled all the finances, 
The only thing I handled ‘is the fifteen thousand or twenty thousand 
I reported that passed through my hands.” 

So that there isn’t anything morally wrong as far as that man is 
concerned. He acted in tlie best sense as far as his campaign is con- 
cerned, but the system has permitted him to do it in such a way that 
as far as reporting is concerned it means nothing. 

Mr. Haut. I have no means to say whether raising it or lowering it 
would add to that. 

Senator Gotpwarter. I think one of the biggest items of expense 
would be the number of volunteer workers in both parties who gave 
not 1 day, but weeks and months of their time. That certainly has 
some monetary value to the party of their choice. 

We know of instances where 5,000 people will give their time to a 
committee. We know of small precincts that 25 people do. 

I imagine in the course of an election in the United States, a general 
election not involving a President, because I am convinced Mr. Hall 
stated that there is very little difference in money spent or effort spent 
in a presidential year. 

It is my estimate that several million people work on elections in a 
normal year, and you mulitply several million people by the average 
hourly rate in this country and you come up with an astronomical sum. 

How can we report that? It can never be reported. 

Yet it is the great strength of elections. It is what wins elections— 
not money. 

Mr. Fay. Following that thought, Senator, that need not be re- 
ported if the basic idea of reports might be to see the amount of money 
that is expended in money rather than in service. That is the only 
exception I can think to your statement. 

Senator Gotpwarter. I think I would agree with you on that. I 
just point out another fallacy, if we try to carry it too far. 

In a small community, a small State like mine, I would have 5,000 
people working hard for me, rather than $5,000 or $50,000. It is that 
much more effective. 

Mr. Fay. Mr. Hall, do you believe that the present reporting re- 
quirements as far as the national parties are concerned are adequate! 

Mr. Hatz. Yes; 1 think they are more than adequate. For instance, 
in off years I think 2 reports would be sufficient rather than 4 that 
we have at the present time. I think we have six in the current year. 
I think that should be continued. ; 

But I think if the reporting were cut down in the off year, why, it 
would help us and wouldn’t do the cause of providing information 
any harm. 

Mr. Fay. We know, then, in the reports we get down to the minutia, 
as far as disbursements are concerned, that you actually have to report 
checks for $1, $2, $10. Do you see anything, as far as improvement, 
that might be made by placing a limitation on the amount that has 
tobespent? $50, or $100? 

Mr. Hatz. At the present time, as I understand it, we have to name 
every check over $100. 

Mr. Fay. That is contributions. In disbursements you have to naine 
everything? 
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Mr. Hau. Everything over $10. 

Mr. Fay. Yes. 

Mr. Haut. I think, there, an improvement could be made by raising 
that to $50. I think that $10 was put in there at the time when $10 
was $10. 

Mr. Fay. There is one other thought I wanted to follow right at this 
moment; that is, Can you tell me who is the treasurer of the Repub- 
licun senatorial campaign committee / 

Mr. Hari. No, I can’t. 

Senator GotpwaTer. John A. Reilley. 

Mr. Hau. If they have not changed since I was the chairman of the 
congressional committee, Robert Fleming, of the Riggs National Bank, 
is the treasurer of the congressional committee. 

Mr. Fay. It is only that we are going to try to get some information 
at the committee’s request from both treasurers. 

Then there is another line of questioning that has interest, as far 
as the committee is concerned. You touched on it lightly at the be- 
ginning of the testimony. 

That is your opinion with respect to Government subsidies, either 
by a credit allowed as far as tax returns of individuals are concerned 
or by an outright subsidy of an appropriation by the Congress for 
national election. 

Do you have a comment on that ? 

Mr. Hau. I don’t think the Federal Government should subsidize 
elections. I think it will weaken the two-party system. 

I know, for instance, if we subsidize the two major parties in this 
day and age, you are going to have the laws amended soon so tliat 
you would subsidize independent movements in the national elections. 

Then setting that pattern, I can see each State subsidizing each na- 
tional party, major party, within the State, and also subsidizing the 
activities of small lieu parties within the State. 

I think we would be starting a chain reaction which would destroy 
the two-party system. 

I still believe there are enough people who believe in our two major 
parties to support them today. I have no worries about it. 

I hear that the Democratic Party has a deficit today. Let me tell 
you, we went through 20 lean years and we had many deficits and 
we have come through them. You have had deficits before. We will 
haveagain. We will take care of them. 

I would hope we would make each party stand on its own two legs, 
and without any help from Government. 

Mr. Fay. Does that also include the idea of any tax credit at all? 

Mr. Hatz. I would not say a tax credit. 

Mr. Fay. The tax credit is written off the taxpayers’ bill. 

Mr. Hau. If you can’t take a tax credit for what you give to a 
church and so on, you shouldn’t get a tax credit for what you give to 
polities, but some consideration might be given to a deduction of an 
arbitrary amount to politics just as it is given for other purposes. 

Mr. Fay. Church, charity, education, and so forth? 

Mr. Harz. That is right. 

Mr. Fay. In other words, you would not be opposed to any legis- 


lation that would allow a deduction of some reasonable amount, $50. 
$25, or $1007 
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Mr. Hau. I haven’t too much thought on that, but I don’t see too 
much objection to it as long as it is considered like any other tax 
deduction and it is an arbitrary figure. I don’t know whether bring- 
ing in money will cause more participation. I think all of us are 
thinking of more participation by people in politics. 

Mr. Fay. Do you think that would help ? 

Mr. Hatz. I am not too sure, because I still feel—let us assume it 
is $100, still the person who would get the biggest credit for the $100 
would be the man in the high income-tax bracket, the 90 percent 
fellow would be only giving $10 whereas the fellow in the 20 percent 
bracket, he would still be giving $80. 

So whether or not it would get more participation in politics I 
do not know. 

I think you must give consideration to that. I haven't studied 
enough to know for that reason. 

Mr. Fay. I appreciate that. It may well be that the $100 figure 
is an unrealistic figure as far as that is concerned, and $25 or $50, as 
you indicated earlier might be the more logical figure. 

Mr. Hatx. You more likely after a study, will arrive at a better 
conclusion than I can give right now. 

Mr. Fay. You see no objection to the principle ? 

Mr. Hatz. That is right. 

Senator Purreit. The principle not necessarily, however, as you 
described, because of one fellow being in the higher income-tax 
brackets, the Government would be making the case of the 90 percent 
taxpayer, the Government would be making 90 percent of the 
contribution ? 

Mr. Hara. That is the fault. : 

Senator Purrern. That is the fault and I have given a lot of 
thought to it, but if there was some way in which it was an exemption 
it would be equitable. 

So that nobody would be given a preferential treatment. Is that 
your thinking? 

Mr. Hatu. As I say, I think the principle should be explored, but 
apparently in politics, while we in every other area go on the basis 
of ability to pay, in politics we put restrictions on the ability to pay. 

I agree with you, eee if you make it $100, the man in the big 
tax bracket is going to get the biggest credit for the $100 he gives. 
The Government will pay most of it. 

Mr. Fay. What are your views, Mr. Hall, with respect to the equal 
time as far as television is concerned, that presently exists under the 
FCC regulations ? 

Mr. Hatt. To my mind you can trust the TV people. However, 
there is now, as I understand it, provisions for equal time. I have no 
criticism of that, either. 

In other words, it has worked all right the way it is. If you gave the 
complete control to the industry perhaps it would be all right, too, 
but as it stands right now, I find no objection to it. 

Mr. Fay. With respect to advancing a step further than it stands 
right now, what is your view? In other words, again a form of sub- 
sidy. Do not assume for a minute that my question is implying my 
conviction that there should be any subsidy at all. I am merely again 
exploring the subject matter. 
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Mr. Hatz. I would be op to it for the same reason, if you ask 
a TV station or required a TV station to give you free station time, 
why shouldn't you require a railroad to give you a free train? Why 
shouldn’t you require an airline to give you a free airplane?’ Why 
shouldn’t you require even a newspaper to give you free advertising 
space ¢ 

Where are you going to stop if you start anything like that? 

I would be absolutely opposed to doing anything like that. 

Mr. Fay. What are your views with respect to the advantage that 
might be achieved as far as reporting expenditures is concerned by 
requiring a report to be filed in the State capital of each State similar 
to the type of report that is filed by the national committees, the sec- 
retary or Clerk of the House of Representatives. 

I am thinking more particularly of the State, the State Republican 
and Democratic committees in each State. 

Mr. Haut. First, could Congress require a State organization to do 
that? I don’t know. I don’t know enough about that to give an 
answer. 

Mr. Fay. Ican appreciate it. I think in answer to your query there, 
that if there was a congressional or senatorial national election, Con- 
gress could require the State Democratic or Republican committees to 
file a report even here in Washington as well as in their own State. 

We were just trying to explore the practical aspects of whether 
or not that information available at the State level might be of value 
or assistance to the general public. 

Mr. Hatt. So far as the general public is concerned, I think through 
the media of information we have today, they are pretty well informed 
on what is in the reports that are on file down here. I think with politi- 
cal reporting, as well as anything else, I am for cutting down all the 
reports you have to make instead of adding to them. Each time we 
talk about them—— 

Senator Gotpwater. Counsel, have you investigated to determine 
how many States require that today ? 

Mr. Fay. We have received replies from about 40 States so far. 
Most of the States which have responded do require it. 

en San is deposited in the secretary of state’s office in the State 
capitol. 

Senator Gotpwater. I think it would be an interesting think to add 
to the testimony at this point a detailed report of the States showing 
those that require full reporting and those that do not require it, 
whether their requirements cover primary and general, or both. 

Mr. Fay. All right, sir. We have some of that information in the 
responses from the attorneys general. Of the 48 States that we have 
es I think approximately between 30 and 40 have already 
replied. 

The Cuarrman. The Chair will direct the staff to make up a mem- 
orandum with that information and it may be inserted in the record 
at this point. 

(The memorandum follows. ) 


MEMORANDUM ON State Laws RELATING TO REPORTING OF CAMPAIGN FINANCES 


Forty-three States require in some degree a report of campaign finances. In 
6 States expenditures only need be reported, while 37 States require reports of 
both expenditures and contributions. Candidates only are required to report in 
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12 States. Both candidates and committees are required to report in 31 States. 
In this latter group, insofar as committees are concerned, 7 States require re- 
ports only from campaign committees, and 24 States require reports from any 
political committees. In 4 States the reporting requirements apply only to the 


primary election, but they apply to both the primary and general elections in 39 
States. 


The secretary of state or some other State office is designated as the place for 
filing reports in 40 States, 5 of which also require reports to be filed with some 
county official. Three other States designate a local county official as the sole 
place for filing reports. 


Ceilings on campaigns for the United States Senate and House of Representa- 
tives are found in the laws of 32 States, of which 27 regulate both the primary 
and general elections. (See S. Doc. 116, 84th Cong. 2d sess., Election Law Guide- 
book; Ford Regulation of Campaign Finance, 1955, University of California.) 

Mr. Fay. There is one further thought. Does your committee, or 
your staff, have any occasion to use the reports that are filed with the 
Clerk of the House? 

Mr. Hau. Once in a while, but we don’t have any procedure of ac- 
cess to them. Once in a while a question will come in and somebody 
will run up on the Hill and look at them. 

Mr. Fay. So at least to that degree these reports have some value?! 

Mr. Hau. Yes. 

Mr. Fay. As far as the national committees themselves are con- 
cerned ¢ 

Mr. Hau. That is right. 

Senator GotpwaTer. I have one point there, Mr. Counsel. Do you 
believe that the present requirements of reporting to the Clerk of the 
House are proper in that they allow supplemental reports? What I 
am trying to get at, do you not think it would be better to require a 
candidate to tell exactly what he spent up to that moment instead of 
being allowed to give some round figure, very small, and say he will 
file a supplemental report, which he can file after the heat of the elec- 
tion is over? 

Mr. Hart. I am always for a report which is accurate and it should 
tell the story up to that particular time rather than any estimated 
report. 

Senator GotpwaTer. You know today, under the laws that we oper- 
ate under, it is pretty much up to the candidate what he wants to re- 
port in that interim report. If you will look at some of the reports 
that were filed during this election, you, as an expert in politics, will 
know that there were erroneous reports. I think it happens in both 
parties. 

Mr. Hatt. I am not too familiar with that. 

Senator Gotpwater. I think that should be changed to require full 
reporting. 

Mr. Hatt. I think the report we file is accurate right up to date and 
I think the law intends that candidates file the same type of report. 

We give the picture just as it is at the time we file a report. 

I might say this, if it is the time to do it; there is one other change 
that should be made in the law, I think. At the end of this year, which 
is a presidential year, we have to file a final report within 2 days at 
the end of the year. It just cannot be gotten up. So, therefore, we 
close our books off at December 26 or something, so that we 
can get the report in on time. 

I would hope that this committee would recommend that period to 


file the final report be extended maybe 5 or 10 days so that we can doa 
better job. 
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For instance, to give you an idea of what our reports are, right today 
without our final report, the thickness of our report is 8 inches. 

Mr. Fay. Over 2,000 pages ¢ 

Mr. Haux. Eight inches thick by 10 by 18. That is the report up to 
date without the final report. 

The Cuarrman. You are competing with the national budget. 

Mr. Haux. That is what the law requires and we are doing it. 

Mr. Fay. There are just two further subjects 1 want to touch on, 
Mr. Hall. If you will please. 

One was that the corporations and labor unions are now forbidden 
to give or expend any money in Federal elections. Is it your eee 
ence that the spirit of this regulation is being observed as far as both 
sides are concerned ¢ 

Mr. Haun. Certainly from our standpoint once in a while a person 
will make a mistake and send us a corporate check, That goes right 
back. We follow the law very closely there and our treasurers follow 
it. 

From reading the papers and hearing about complaints and suits 
being filed here on the other side there is some question. But other 
than what I hear—for instance, I heard last year from the State of 
Michigan—I have no personal knowledge. 

Mr. Fay. Have you any general information so far as similar com- 
plaints are concerned on the use of corporations, on their own, sup- 
porting a national candidate, either through the press, radio, or 
television ? 

Mr. Haz. I don’t know of any case where that has happened. 

Mr. Fay. Now, the final subject matter I am interested in is with 
respect to the use of public-relations firms as far as the national head- 
quarters are concerned. 

Your party does use a public-relations firm, does it not? 

Mr. Hatz. Either advertising or public relations, whatever the right 
term is; yes. 

Mr. Fay. What is the scope of their use? 

Mr. Hatz. Well, the main purpose that we use them for is time 
buying. 

Mr. Fay. Will you explain that a little bit more, Mr. Hall? 

Mr. Hau. I think TV-radio time buying today is a very important 
factor in politics as well as in business, to get good half hours for 
your shows. 

For instance, we bought our time back in December of last year. 
I hope we made good buys. We picked out a firm, B. B. D. & O., in 
New York, and they did the time buying for us and that was their 
main function. 

Senator GotpwaTer. You cannot buy time any other way can you? 

Mr. Hart. What happens is this—— 

Senator GotpwatTer. You go through an agency. 

Mr. Hatt. You go chroush the agency. You don’t pay the agency. 
They get 15 percent. 

In other words, we don’t pay B. B. D. & O. anything. They get 
15 ee of the amount they pay the television or radio station. 

Senator Gotpwatrr. The same as it places in any of the advertising? 

Mr. Hatz. That is right. 

Mr. Fay. What is the name of that company, B. B. D. & O? 
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Mr. Hau. Batten, Barton, Durstine & Osborne. We used one other 
firm, I might say, only for a couple of months early this year out in 
the Midwest, Leo Burnet, in Chicago, for just a short time. 

The Cuarrman. Are there any other questions, gentlemen ? 

Mr. Hall, the Chair, and I am sure the committee appreciates your 
appearance here this morning. I would like to suggest that if in the 
course of further consideration of these matters, 1f you reach any 
conclusions, particularly if you have any suggestions or recommenda- 
tions, that you think will be helpful to the committee, you may submit 
them afterward, any time, by letter or memorandum. 

I think this committee is conscientiously trying to find some answers 
that may be worthwhile. We want all the good counsel we can get. 

Mr. Hau. Thank you for the opportunity to appear. 

The Cuarrman. Mr. James L. McDevitt and Mr. Robert Oliver, 
will you come around, please, and be sworn ? 

Do each of you solemnly swear that the evidence you shall give 
before this Senate Special Investigating Subcommittee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Oxtver. I do. 

Mr. McDevirr. I do. 


TESTIMONY OF JAMES L. McDEVITT, CODIRECTOR, AFL-CIO COM- 
MITTEE ON POLITICAL EDUCATION; AND ROBERT OLIVER, C0- 
DIRECTOR, LEGISLATIVE DEPARTMENT, ACCOMPANIED BY 
THOMAS E. HARRIS, ASSOCIATE GENERAL COUNSEL 


The CHarrMan. Be seated, gentlemen. You will each of you iden- 
tify yourself for the record, giving your name, your place of residence, 
and your business or occupation. 

Mr. Ottver. I am Robert Oliver, codirector of the AFL-CIO legis- 
lative department. My office is at 815 16th Street, which is the national 
headquarters of the American Federation of Labor and Congress of 
Industrial Organizations. 

Mr. McDevitt. I am James L. McDevitt, codirector of the Commit- 
tee on Political Education of the AFL-CIO, at the same address. 

The CuarrMan. Gentlemen, you have counsel with you? 

Mr. McDevrirr. Yes. 

The CuarrMan. Will counsel please identify himself? 

Mr. Harris. I am Thomas E Harris, associate general counsel, 
AFL-CIO, same office address. ; 

The Cuatrman. Gentlemen, do you have prepared statements ? 

Mr. McDevirr. I do not, Mr. Chairman. 

Mr. Outver. I do not, Mr. Chairman. 

The Cuatrman. All right, counsel, you may proceed. 

Mr. Fay. Will you describe the operation of COPE, the Committee 
on Political Education for the committee, please ? 

Mr. McDevitt. Yes, I will. The Committee on Political Education 
is a committee created within our movement charged with the responsi- 
bility of educating our membership with respect to the political pro- 
gram sponsored by our organiaztion, to educate them in the ways of 
reading and evaluating legislative material: and to help them conduct 
their activities in the field of political education, how to organize 
committees to work in the interest of candidates, and how to conduct 
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classes for them, discussion groups, so that the issues may be more 
clearly understood by the membership generally. 

That is the primary function of the committee. 

Mr. Fay. What is its relationship to the federation ? 

Mr. McDevrrr. It is a committee of the federation itself. 

Mr. Fay. How does it act within the organizational structure of the 
federation ¢ 

Mr. McDevirr. It operates in this manner: 

After the federation takes a position on a particular piece of legis- 
lation we watch developments from there on and report to the member- 
—_ just what happens with respect to that particular bill or series 
of bills. 

Mr. Fay. Then what is the relationship as far as the National 
organization of COPE is concerned with the State organizations’ 

Mr. McDevirr. I think we might properly be classified as a coordin- 
ating agency. The State bodies are more or less independent. They 
operate at the State level with authority to endorse or not endorse 
candidates, just as they may choose and to operate their committees 
as they choose, just as long as they are not running contrary to the 
regulations insofar as they exist at the national level. 

Mr. Fay. What jurisdiction, if any, do you have over the State 
organizations ¢ 

Mr. McDevirr. Our jurisdiction is pretty much limited to the title 
of our organization and the principles that we adhere to. 

We ask, of course, that they respect those principles. They evaluate 
the candidates’ voting records and keep their membership informed as 
to what develops with respect to our legislative program. 

But they do have authority to make such endorsements as they 
choose and endorsements are all made on the State level. 

Mr. Fay. Independent of the national level ? 

Mr. McDevirr. I wouldn’t say independent. They make them and 
recommend national approval of the recommendations. 

Mr. Fay. It is normal that the State recommendation is approved 
99 percent of the times out of a hundred ? 

Mr. McDevirr. I would say yes. 

The Cuatrman. Do the recommendations emanate from the State 
to the National, or from the National back to the State ? 

Mr. McDevirr. From the State to the National office. 

The Cuarrman. In other words, you make your determination as 
as the candidates you will support on the basis of State recommenda- 

ion ? 

Mr. McDevirr. That is correct, unless it is found that an action 
taken by the State is not in accordance with the good standards that 
have been followed. 

The Cuarrman. You mean if there are two men running for office 
and they want to support one man and you do not want to support him, 
you want to support the other, what do you mean by good standing? 

Mr. McDevirr. The onlv thing that is used to determine whether or 
not a person is supported or opposed, if they are a member of a 
legislative body, is their voting record and the same measuring rod is 
used with respect to all candidates. 

The Caatrman. I understand that is true, but then suppose the 
loeal down in my State decides it does not want to follow your recom- 
mendation with respect to a candidate, it comes up with a different 
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idea, maybe they know the man, have a personal acquaintance with 
him that you do not have, they would prefer to endorse that candidate 
rather than the one that has the voting record according to your stand- 
ards. Then are they at liberty to do so? 

Mr. McDevrrr. There is nothing we do about it. If they want to 
support their candidate, that is exactly what they do. 

1e CHarrMAN. There would not be anything you can do about it 
except be unhappy if they did such a thing ? 

Mr. McDevirrt. I don’t think we ordi necessarily be unhappy. I 
think if it was their decision to support X instead of Y, I think we 
would be happy about it. 

The Cuarrman. You have not had any instances like that ? 

Mr. McDevrrr. Not in my time, no. 

The Carman. How long have you been connected with the organ- 
ization ? 

Mr. McDevirr. Since 1951 at the national level, including the AFL, 
prior to merger with the CIO. 

The CHatrman. You have not had that experience in the last 5 
years ? 
~ Mr. McDevirr. No; we haven’t, Senator. 

Mr. Fay. How large an organization do you have here at the head- 
quarters ? 

Mr. McDevrrr. Our staff, including the field representatives now, 
wonld number 50 or 51. 

Mr. Fay. How are policy matters determined at the level here in 
Washington ? 

Mr. McDevrrr. First they can be submitted in the form of a resolu- 
tion to the convention and the recommendations of that convention 
are then transmitted to the executive council for action. 

The executive council has authority to act in between conventions, 
otherwise the convention is the authoritative body. 

Mr. Fay. How often do you have a convention ? 

Mr. McDevirr. It is now every 2 years. 

Mr. Fay. The executive council acts during the interim of the 2-year 
period ¢ 

Mr. McDevirr. That is right. 

Mr. Fay. At the convention do you actually prepare a legislative 
program which is written up in pamphlet form and available to you 
throughout the 2 years as far as your operation is concerned ? 

Mr. McDevirr. That is correct, in this form. All resolutions are 
printed and circulated among the delegates of the convention so that 
ney may become acquainted with the material that is contained 
therein. 

Mr. Fay. Then is that equally a guide as far as the executive council 
is concerned during the interim 2-year period ? 

Mr. McDevitt. That would necessarily be a guide if these resolu- 
tions are adopted by the convention. 

Mr. Fay. And if the subject matter before the executive council is 
something other than that which is presented at the convention, then 
they are on their own to use that ? E 

Mr. McDevirr. They have full authority to make a determination 
in advance of the next convention. 

Mr. Fay. Will you tell the committee how COPE is financed? Ex- 
plain your financial setup as far as your operation is concerned. 
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Mr. McDevirr. In all operations having to do with educational 
activities, it is financed either through the general fund of the AFL- 
CIO, or through what is known and identified as our educational fund. 

In political campaigns all moneys expended at that time are covered 
by our individual contribution fund. 

“Mr. Fay. Now, who determines the distinction between what is the 
educational activities of COPE and what are the political activities 
of COPE? 

Mr. McDevirr. Codirector Kroll and myself have that responsibil- 
ity, subject to advice from counsel, of course. 

Mr. Fay. Will you give us the figures with respect to the financial 
operation of these two separate funds, the educational fund and your 
political fund ? 

Mr. McDevirrt. That is from February 1 to November 26, inclusive— 
are you talking about the expenditure, sir ? 

Mr. Fay. Well, I would like to have both. What is the fund avail- 
able for expenditure, and what were your expenditures for a given 
veriod ¢ 
Mr. McDevirr. On the individual contribution fund, the sum col- 
lected was $520,591.18. 

Mr. Fay. For what period ? 

Mr. McDevirr. That is for February 1 to October 31 of this year. 

Mr. Fay. Fine. 

Mr. McDevirr. Now, on the educational account, the total con- 
tributed sum was $271,855.95. 

The Cuarrman. Do I understand that the figures you are giving 
here now are contributions, they are not dues. They are individual 
contributions ? 

Mr. McDevirr. I gave you two figures. I gave you the one that was 
individual, the first one was individual contributions, voluntary con- 
tributions, $520,591.18. 

The Cuairman. That was raised by contributions, just what you can 
pick up, contributions for political campaigns ? 

Mr. McDevirr. That is correct. Dollar contributions, generally 
speaking. 

The Cuarrman. The other, $290,000 is from what source? 

Mr. McDevirr. That is the educational fund. 

The Cuarrman. Who is the source of those funds? 

Mr. McDevirr. That is gathered by two particular means. One, 
either through individual voluntary contribution on the part of a 
person, or a contribution by a trade union from their general fund. 

The Cyaan. In other words, maybe each local will contribute so 
much to the national educational fund ? 

: Mr. McDevirr. They could if they wished. They don’t always all 
oO it. 

we Cuairman. That is the source of that money principally, is it 
not 

Mr. McDevirr. Education money ; that is correct. 

The Cuamman. That is the principal source? 

Mr. McDevirr. That is correct. 

The Cuatrman. The principal source is from out of the treasuries 

of the unions and, of course, those funds are out of the treasury of the 
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local unions, I assume those funds, the original source of them was 
dues of members ? 

Mr. McDevrrr. That is correct, but again I report so that there is 
no confusion, this is the educational fund. 

The Cuatrman. I am talking about the $271,000. 

Mr. McDevirr. Yes. 

The Cuarrman. The other, $520,000, as I understand it, all of that 
is voluntary contributions ? 

Mr. McDevirr. Voluntary contributions used for i purposes. 

The Cuamman. Any part of that $520,000 out of the dues that are 
paid into the treasury of the locals? 

Mr. McDevirr. None whatever. 

The Cuatrman. Allright. Proceed. 

Mr. Fay. Now, will you describe in a little greater detail just the 
operational method of ‘accumulating this $520,000? Start from the 
beginning. 

Mr. McDevirr. In this manner at the beginning of each year we 

repare contribution booklets. They are ‘called dollar voluntary 
oks. They are distributed to all of the affiliated organizations with- 
in our movement that are participating in our program on political 
education and we ask them to endeavor to reach every member of their 
union and ask them if they were willing to contribute a dollar to our 
program for that particular year. 

Mr. Fay. How many unions do youhave? How many entities? 

Mr. McDevirr. Are you talking about participating unions? 

Mr. Fay. Yes. 

Mr. McDevirr. I would say 22,000 local unions. 

Mr. Fay. How many members do you have in the joint AFL-CIO 
now ¢ 

Mr. McDevitr. Close to 16 million. 

Mr. Fay. They are all within these 22,000 unions, are they? 

Mr. McDevrrr. No, there are some unions that do not participate in 
the political education program. 

Mr. Fay. How many, approximately ? 

Mr. McDevrrr. Roughly there are approximately 140 international 
unions in the main body now. 

Mr. Fay. So it is asmall degree ? 

Mr. McDevirr. Well, I enabe say it is about 20 or 25 that do not 
participate, roughly. That would be the figure. 

Mr. Fay. In order that I might be squared away on it, these 20 or 
25 that do not participate, are they out of the 22,000 unions? 

Mr. McDevirr. No. The 20 or 25 are out of the 140 national unions. 

Mr. Fay. So it isa small figure that doesn’t contribute? 

Mr. McDevirr. No. If you take it from the standpoint of the number 
of unions involved, it is a small figure, but if you take it on the number 
of members it is not a small figure. 

Mr. Fay. Will you differentiate ? 

Mr. McDevrrr. Asan example, two of the largest unions, the carpen- 
ters and the teamsters, do not participate on the national level. 

Now, there may be some of their local unions that will participate on 
the local level, but nationally those two unions do not participate. 

Mr. Fay. ‘Approximately, how many would they comprise 
numerically ¢ 

Mr. McDevirr. Two million, roughly. 
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Mr. Fay. So at least an estimate of 15 percent of your overall 15 
million does not participate. 

Mr. McDevrrr. I would say it is better than that; 25 or 30 percent. 
I would guess 25 or 30 percent. 

Mr. Fay. Now, in the solicitation of these funds are there any en- 
tities or unions that contribute 100 percent ¢ 

Mr. McDevrrr. Yes, there are. 

Mr. Fay. Could you describe such a situation and give us an example 
of it, if you will, please ¢ 

Mr. McDevirr. You will find when you examine the records on con- 
tributions that the number is very limited. I would say that there 
probably would not be much over 50 or 60. atk 

We have scrolls that we present to those organizations and we, of 
course, have to attach our signature so I think I am fairly accurate in 
giving you the count, but in the standards we go by they are considered 
rather small organizations, rather small in membership. 

Mr. Fay. What do you mean by small? 

Mr. McDevirr. Usually less than a hundred. 

Mr. Fay. In these units where you have 100 percent participation of 
your members, they are in small entities? 

Mr. McDevrrr. Generally speaking, that is correct. There will be 
a few exceptions. 

Mr. Fay. What will be the largest exception that comes to your 
mind ? 

Mr. McDevirr. As I recall we had 1 over 500. 

Mr. Fay. They had 100 percent participation / 

Mr. McDevirr. That is right. 


Mr. Fay. Will you describe how they had 100 — peer eeeens 


did every one of those more than 500 individuals contribute a dollar? 


Mr. McDevirr. According to our records, yes. 

Mr. Fay. They did? 

Mr. McDevirr. Yes. 

Mr. Fay. Do you also have instances where the entity is given credit 
for a hundred percent contribution where, for instance, there are 100 
et and you receive $100, but some members contributed more 
than $1% 

Mr. McDevirr. Well, we wouldn’t know that unless they would tell 
us. If they claimed their entire membership made a contribution we 
of course take their word for it and issue a scroll. 

Mr. Fay. In going through your records up there with some of 
your assistants there, your staff, they indicated to us that you do have 
instances where a union of 30 members, for instance, were given credit 
for 100 percent participation although actually 3 members had con- 
tributed $10 apiece. 

Mr. McDevirr. That could happen. 

Mr. Fay. And that still would be what you call 100 percent 
participation ? 

Mr. McDevrrr. Yes. 

Mr. Fay. When you did receive $520,000 that was received from 
the maximum of 520,000 individuals; is that correct ? 

Mr. McDevrrr. It is very difficult to figure that out, sir. 

Mr. Fay. I say the maximum. In other words, did you take con- 
tributions of less than a dollar ? 

Mr. McDevirr. No. 
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Mr. Fay. So the maximum that could have been was 591,000 people 
then; is that correct ¢ 

Mr. McDevirr. That is correct. But, again going back to the ques- 
tion you were on before, if an organization reports for 10 members and 
forwards a $10 bill, that perhaps the business agent made the contri- 
bution himself, I wouldn’t have any way of knowing that. I don’t 
say it occurred, but it may occur. 

Mr. Fay. There is no way of knowing the minimum of contributors, 
but you know the maximum did not exceed 520,000; is that correct? 

Mr. McDevrrr. No. Let me correct that. 

We can give you the minimum number as far as our records are con- 
cerned. We retain the receipt for each of those contributions. We 
have recorded on there how much that person gave. That we can tell 

ou. 

We hold them in accordance with the requirements of the act, 2 years. 

Mr. Fay. I am glad you clarified that particular point. I was try- 
ing to get again a percentage between the number of contributors and 
the total number of members participating in your particular 
program. 

And on that basis it would be 520,000 of approximately 12 million 
members; is that a fair estimate ? 

Mr. McDevirr. Well, we come closer to 14 million. 

Mr. Fay. I thought you just said there were 3. million 
os ating ? 

r. McDevirr. Maybe we are confused here. When we were talk- 
ing about the two large organizations that do not participate on the 
national level I said their combined membership would be about 2 
million. 

Mr. Fay. Then do they in any wise contribute at the local level to 
such a degree that you would benefit by it financially, your COPE? 

Mr. McDevirr. Yes, that is possible. 

Mr. Fay. I did not understand that. Will you explain that? 

Mr. McDevirr. Yes, that is possible. I think I did mention when 
T said that while their organization does not participate on the national 
level there are some local unions that do. 

Mr. Fay. They participate by giving a dollar and getting a receipt 
for it such as you give? 

Mr. McDevirr. That is correct. 

Mr. Fay. Now, what is done with that particular fund of $591,000? 

Mr. McDevirr. That is used to carry the expense of the office and 
staff during campaign periods. It is also used to help the candidates 
that have been endorsed, that have the endorsement of our respective 
organizations. 

Mr. Fay. Exactly what do you mean by that? 

Mr. McDevirr. It may be that we give ther committee a specified 
sum of money. We may agree to take a television program on, that is, 
re cost of it. We may agree to purchase newspaper advertising for 
them. 

Mr. Fay. How is that done? What are the mechanics of deciding 
that candidate X in State ABC is going to be the recipient of a con- 
tribution from COPE? 

Mr. McDevirr. Well, it starts with our State committee making a 
recommendation that candidate X be allocated a specific sum of money 
if it is possible for us to do so. 
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We then review the request and if in agreement with it, of course, 
make an allocation to that candidate’s committee. 

The CuHamman. Is that what the $52,000 was used for, political con- 
tributions? 

Mr. McDevirr. Pretty nearly all of it, Senator, yes. 

The Cuatmman. Is that the total amount contributed all over the 

United States ? 

Mr. McDevrirr. As far as COPE is concerned, that is correct. 

The Cuarrman. That would not include contributions made by 
local unions or by State organizations ? 

Mr. McDevirr. How is that? 

The Cuamman. That would not include the contributions which 
may have been made by local unions? 

Mr. McDevirr. No, it would not. 

The Cuamman. Or by the State organizations? 

Mr. McDevirr. It would not excepting the money that is handled 
at the State level that was sent to them by the national committee. 

The Cuatrman. I understand, but I mean if the local unions took 
up another collection of contributions and gave it to a committee that 
would not be included ? 

Mr. McDevirr. That would not be included in our figure. 

The CHatrrman. Nor would the State organization contribution of 
that character be included ? 

Mr. McDevirv. That is correct. 

The Cuarrman. Are they required to report to the national organ- 
ization on their activities in that field ? 

Mr. McDevrrr. They only report to us and account for the moneys 
that we send to them out of the national fund. 

The CuarmrMan. To get at the amount that is being contributed by 
labor to any given candidate or to the campaign as a whole, the politi- 
cal campaign contributions as a whole, you would have to get informa- 
tion from each local and each State organization as to how much they 
did in addition to what you are reporting here ? 

Mr. McDevrirr. That is correct. 

The Cuarrman. You do not have any information which will be 
helpful to the committee to give us some estimate of how many of them 
do and have made additional contributions ? 

_Mr. McDevrrr. Senator, we do not. I have no way of knowing pre- 
cisely just what they may have or may not have done. 

Now, in the smaller States, to give you an idea of how it operates, 
the smaller States very rarely have any money to make available for 
that purpose and they depend entirely on the national committee. 

In the larger States you may see some unions that take up a collection 
or ask a dollar contribution for some candidate. 

Mr. Fay. On one point I think, clarifying it might be helpful to 
the chairman in elaborating on his question: 

You do know that the local agencies at least had the same amount 
that you had, $520,000, that they could have so spent in view of the 
fact that they only send one-half of the total contribution to the 
headquarters at Washington; is that correct ? 

Mr. McDevirr. That is not correct. They send all of the dollars 
collected and at the end of each month our bookkeeping department. 
forwards them a check for their 50 percent. 
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Mr. Fay. It is the reverse. They get back 50 percent of everything 
they contributed ? 

Mr. McDevirr. The State organizations get back 50 percent, not 
the local unions. 

The Cuamman. How much was retained? You retain $520,000, 
so you returned that same amount; is that correct ? 

Mr. McDevirr. The figures I gave you, so we don’t get confused, 
is what was net to the national office. The figure of $520,000. 

Over and above that it was 50 percent that was left with the States. 

The Cuamman. No, it was returned to the States? 

Mr. McDevirr. I mean to say it was returned. 

The Cuamman. So there was a total then collected of more than 
a million dollars? 

Mr. McDevirr. That would be correct. 

The Cuairman. Half of it was returned to the State, leaving 
$520,000 in the National Treasury ? 

Mr. McDevirr. $520,000. 

The Cuarrman. All right; thank you very much. I think we have 
cleared it up now. 

You get all the money and then you return half of it to the States 
and having done that you still have $520,000 plus? 

Mr. McDevirr. Yes. I think I ought to explain a point further, 
Senator. Since we have merged, CIO and AFL merged in December, 
part of our organization then, namely PAC, that represented the CIO 
unions in the field of political education, operated under a different 
system than we in the AFL. 

We were under LLPE—Labor’s League for Political Education— 
at that time. 

So that now, the figure, while it represents all of our collections, 
the system of distribution is different with the former CIO unions, 
at least for this year wherein they continued their system of letting 
the local unions deduct 50 cents themselves and forward the other 
50 cents to their international union headquarters and the interna- 
tional union headquarters then forwarded such sums as they deemed 
wise to the COPE organization. 

Mr. Fay. But in clarification of the point the Senator was trying 
to get information on, it is safe to say that you had $520,000 available 
which you could have made political campaign contributions with and 
the States had at least $520,000 that they could have used for the same 
purpose if they decided to do so? 

Mr. McDevirr. Not quite correct. That total amount of money 
represents the money that we had to meet all expenses. 

In other words, when our organization moves into the political field 
for campaign purposes, all expenses are drawn from this political 
fund. So that that sum of money would not be wholly available for 
allocation. 

The Cuarrman. It would be available less administrative expenses! 

Mr. McDevirt. That is correct. 

The Cuarrman. What percentage are the administrative expenses! 

Mr. McDevirr. Salaries represented the sum of $59,543.04; taxes 
and pension fund, $5,683.06; salaries, shipping receipt books, $10,- 
959.78; travel, $27,119.87; postage and express, $5,049.41; printing, 
$29,866.79; telephone and telegraph, $1,557.39; stationery, office sup- 
plies, $2,096.28 ; and receipt books, $28,265.36. 
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Special allocations, which means allocations of moneys to candi- 
dates, a total of $428,267.04, or a total of the figure I previously gave 
you, $591,218.12. ; 

” The CHamrman. That is pretty heavy cost of administration, five- 
hundred-some-odd thousand dollars. 

Mr. McDevrirr. I would not think so when you consider the distance 
we travel, 48 States, and quite often, sir. 

The Cuarrman. I was thinking that Congress recently appropriated 
funds and I thought the cost to the Government was pretty high and 
in operating Government they set aside maybe 5 percent for admin- 
istrative purposes. I think you run about 30 percent there, do you 
not ‘ 

Mr. McDevirr. No. You are including the allocation to candidates, 
aren’t you ¢ 

The CuatrMan. No,sir. 

Mr. McDevirr. Four-fifths of the money we collected went to 
candidates. 

The Cuamman. One-fifth for administrative expenses ¢ 

Mr. McDevirr. Yes. 

The CuairMan. That is 20 percent ? 

Mr. McDevirr. That is right. 

The Cuatrrman. Then I made the mistake. I did it roughly in my 
mind, 

Mr. McDevirr. I would say if it was not for the provisions con- 
tained in the Taft-Hartley Act we could have saved that one-fifth. 

The Cuamman. You folks are going to finally convince me I am 
right on this Taft-Hartley law. 

Mr. McDevirr. You understood, Senator, when I enumerated all 
those items that they are not only salaries. 

The Cuamman. They were not salaries ? 

Mr. McDevirr. When you talk of administrative cost, I think we 
had better make that clear. There are bout 12 items here. 

The CHarrMan. Yes, you itemized them. 

Mr. McDevirr. The total for our whole staff, salaries only, 
amounted to $59,543.04. 

The Cuarrman. I want you to understand I am not questioning the 
way you spent the money. I think again the whole purpose of this 
is to get a correct picture of the practices of today. I m not criticizing 
you for spending the money or giving it to candidates of your choice. 

At present I am just trying to develop here under oath and for the 
record what is happening today and then take a look at it and see 
whether any corrective action should be taken. 

Senator Toye. Mr. Chairman, might I ask a question at that point 
of Mr. McDevitt ? 

What percent of the candidates that you assisted were Republicans? 

Mr. McDevirr. Do you want the names? 

Senator Ture. That would be interesting. 

Mr. McDevirr. The percentage would naturally be small. 

Senator Torr. It would be enlightening to me if I knew what the 
percentage of your worker’s funds contributed to this political educa- 
tional activity went to the various political candidates, I mean parties. 

The Cuarrman. I may say, Senator Thye, they have submitted to 
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the committee and the committee has the complete record as they have 
submitted it. 

Senator Purrety. I wonder if the chairman will permit an inter- 
ruption ? 

Senator Ture. If it was not out of order, if any one of those that are 
appearing before the committee could give roughly whether it was 
5 percent Republicans or 10 percent or possibly 50 percent. 

Mr. McDevirr. Roughly, I don’t know the figure. Are you talking 
about the numbers that were supported ? - 

ot Tuye. The percentage of candidates supported by the 
fund. 

Mr. McDevirr. In other words, the percentage of candidates that 
were endorsed ? 

Senator Ture. Well, supported. 

Mr. McDevirr. Well, I don’t know what you mean by supported. 

The Cuarrman. Made contributions, I assume. 

Senator Ture. It would have to be. If you made a contribution 
you would be in support of them. 

Mr. McDevirr. That is correct. 

Senator Ture. Therefore, it would be a little information or would 
be of some interest, I am sure, to everyone, as to what percent you 
assisted with this political fund, were of the Republican Party. 

Mr. McDevirr. I can clear that up for you in a second. 

There were no Members of the Senate on the Republican side this 
time that were endorsed for reelection. There were about 20 Members 
of the House on the Republican side that were endorsed by 1 or more 
of the labor groups for reelection. 

But we did not make any allocations to any of those congressional 
candidates. There were allocations made on the State level, but we 
didn’t make them on the national level for the congressional seats. 

Senator Purrett. We are particularly honored today, Mr. Chair- 
man, by having a guest here who stopped in for just a moment to see 
how we operate this portion of our governmental activities. 

It gives me a great deal of pleasure to present to you, Mr. Chairman, 
and to the people here, His Excellency, Minister Cosgrave, Minister 
for External Affairs in Ireland, and Mrs. Cosgrave, and His Excel- 
lency, the Ambassador from Ireland, John H. Hearne. 

I might say to the witnesses that they indicated no particular interest 
in listening to the testimony now. They simply came here to see how 
we operate this portion of our governmental activities. 

I thank you for permitting us to interrupt. 

The Cuarrman. We are very happy to welcome the distinguished 
guests and trust that you will learn from our proceedings here that we 
have real politics in America just as you do in Ireland sometimes. 

(At this point Senator Purtell retired from the hearing room.) 

Senator Gotpwater. I would like to ask Mr. McDevitt a question. 

,rou start spending this political money for COPE after September 
1 


Mr. McDevirr. In the general campaign, that would be true, 
September 1. , 

Senator Gotpwater. Do these expenses you enumerate include just 
that period, or are they your expenses for the entire year ? 

Mr. McDevirr. They would be taken over the entire year. 
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For instance, when we purchase printing or any matter that deals 
with the candidacy of a person that is taken out of the political fund. 
Senator GotpwaTrer. You have enumerated expenses. I unfortu- 
nately was not listening to the totals, but they came to some 20 percent 
of $520,000. Were those totals for the period from September 1 or 
whatever date you started active participation of candidates, or did 
that cover the entire year / 
Mr. McDevrrr. That is February 1 up to and including October 31. 
Senator Gotpwater. Thank you. 
The Cuatrman. All right, Counsel. 
Mr. Fay. Mr. McDevitt, did you have another fund which you said 
amounted to approximately $290,000, which is the educational fund ¢ 
Mr. McDevirr. ‘That is correct. 
Mr. Fay. Now, between those 2 funds totaling $810,000, were they 
the entire expenditures that COPE or the entire fund which COPE 
had out of which to make expenditures during that period of time? 
Mr. McDevrrr. No. 
Mr. Fay. Or were there any other funds available / 
Mr. McDevirr. There is an additional one that takes care of the 
cost of our operation out of the general fund of the AFL-CIO. That 
is in the amount of $434,288.52. That gives you a total of the three 
funds. 
Mr. Fay. So that actually, then, COPE’s operation had available 
for expenditure in that period of time one-million-two-hundred-some- 
odd-thousand dollars ¢ 
Mr. McDevirr. That is roughly correct. 
Mr. Fay. Now, out of the educational fund—— 
The Carman. The Chair will make an announcement. 
( Discussion off the record. ) 
Senator Gotpwater. Do you know anything about the UAW pub- 
lication Ammunition ? 
Mr. McDevirr. Not too well, sir. 
Senator Gotpwater. Now, do you know if the funds for printing 
come from the educational fund or the citizenship fund / 
Mr. McDevirr. I would have no way of knowing. 
Senator Gotpwater. Mr. Chairman, I have a copy of this magazine, 
the November issue. I would like to have it included in the record 
and I would like also to ask the counsel to find out from what funds 
this particular issue is paid for. 
The CHarrman. Let us have the witness identify it. 
Do you identify this publication ? 
Mr. McDevirr. Yes, Senator. 
The Cuarrman. It appears to be UAW Ammunition. 
Mr. McDevrrr. I can identify the front page. 
The Cuarrman. November 1956 issue. 
Mr. McDevirr. Yes. 
The Cuarrman. That may be made an exhibit for reference, exhibit 
No. 13. 
(Exhibit No. 13 is in committee files. ) 
_ Senator Gotpwarter. I was particularly interested in knowing, Mr. 
Chairman, out of what funds that publication is printed. 

Mr. McDevirr. Maybe Mr. Oliver knows, the other witness. 

Mr. Oxtver. I have no knowledge. 
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The Cuarrman. The staff is directed to obtain that information 
for the committee. Is that satisfactory ? 

Senator Gotpwater. That will be satisfactory. 

(Information in committee files.) 

Mr. McDevitt, on your voting record, I forget the title of it, “How 
Your Senator Voted,” is the one I have, or “How Your Representative 
Voted,” who determines those issues that you enumerate ¢ 

Mr. McDevirr. They are determined in this way, Senator: First it 
may come as a result of resolutions introduced, and it does for the 
most part, in the conventions wherein the federation takes a position 
with respect to a specific piece of legislation. 

It is then given to the legislative department for promeung or it 
may arise in between conventions and it may be the subject of a deter- 
mination by the executive council of the AFL-CIO, or it may, on the 
other hand, be a matter that occurs in between executive council 
meetings. 

The determination there would be by the legislative committee 
representing all of the organizations that have persons assigned to 
legislative work. 

The CuatrmMan. May I interrupt if the Senator will permit me? 
T will introduce these and have them made exhibits and you can then 
refer to them by exhibits. 

Will the witness identify those two documents I hand him, please? 

Mr. McDevirr. This is identified as the 48-State voting record, and 
is used only by our leadership, distributed to the offices of our affiliated 
unions. 

Mr. Fay. That would be how many? 

Mr. McDevrirr. They will be 2,500, I think. 

The CuatrMan. You mean 25,000? 

Mr. McDevrrr. Iam sorry ; 25,000. 

The Cuatrman. The document which the witness just identified 
may be made exhibit No. 14, for reference. 

(Exhibit No. 14 is in committee files. ) 

Mr. McDevirr. This little four-page booklet is what we call the 
State voting record. They are made up for each separate State and 
distributed to our membership in that particular State. 

The CHatrman. The document the witness refers to as being dis- 
tributed for State use may be made exhibit No. 15 for reference. 

(Exhibit No. 15 is in committee files. ) 

Senator Gotpwater. Mr. McDevitt, according to the statements you 
made this morning, and I have heard you make before, the purposes 
of COPE are to provide political education for the members of the 
AFL-CIO? 

Mr. McDevirr. That is correct. 

Senator Gotpwaterr. Do you think it is good education to give a 
slanted, biased, half report on legislative matters? 

Mr. McDevirr. We don’t think it is and we don’t do it. 

Senator Gorpwater. Now, let us take a look at how your Senator 
voted under labor. On postal pay, you say the issue was the vote to 
override President Eisenhower’s veto of the bill increasing postal 
workers’ pay 8.95 percent. You say, instead of trying to educate, 
that yea is the right vote. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 909 


Before I go into this particular thing, would it not be better for 
educational purposes to say that the Senator voted yea or nay and leave 
it up to the individual after you have properly explained this 

Mr. McDevirr. Senator, it is just impossible for us to prepenny 
explain all the details to our 16 million members. A yea-and-nay 
vote means nothing to the average fellow who is not familiar with 
legislative procedures. 

‘Senator Gotpwarter. I think the working people of this country are 
the most intelligent voters we have. 

Mr. McDevirr. I agree with you. 

Senator Gotpwater. I think they would actually welcome this type 
of nn if you presented it in a way that was educational and 
not biased. 

Let us look at this. I think you have me down wrong, because I 
am wrong in every instance. Senator Thye brought out yesterday 
that he actually proposed amendments to this bill, that he told the 
policy committee that if they did not bring it out he was going to 
move to bring it out. 

Yet in his case, because he went along with his President, you have 
him down as wrong. 

Why do you not go into the whole procedure on that bill and explain 
amendment by amendment, explain what would be done by each 
amendment, explain the vote on each amendment, instead of coming 
up and taking the President’s veto and say that the man was wrong 
because he went along with his President ? 

Mr. McDevrrr. Senator, if the Senator voted for the bill in the first 
instance, we are happy about that. But if he voted to sustain the 
President’s veto of that bill, then he finally decided to vote against it 
and we have recorded him as such. 

Senator GotpwaTeR. You have decided he voted wrong? 

Mr. McDevirr. That is right. 

Senator Gotpwarer. Even though in your own mind he could have 
voted 7 times or possibly 8—I forget how many. votes were on that 
issue—he voted right. 

What I am trying to get at is that throughout this whole presen- 
tation you only give your own opinion of the legislation. You do not 
say this is what it would have done, this would have been the result. 
You do not explain why the President vetoed it. 

I am trying to get across to you, not only the labor organizations, 
but the other organizations that employ this so-called voting record, 
and I have criticized the Farm Bureau and other organizations other 
than labor that follow this procedure, you only give part of the story 
and then you determine if it is right or wrong instead of saying the 
Senator or the Congressman voted “yes” or “no”. 

Mr. McDevirr. There is the explanation of these bills. 

Senator Gotpwater. Yes; I have it right in front of me. 

Mr. McDevirr. So we didn’t mislead anybody, Senator. 

Senator Gotpwarter. If I were a member of your union and got this 
I think I would ask the question: Why did the President veto this? 
I think that has some pertinent information that is relative to what 
you are trying to get across. 

You are trying to educate the working people of this country who 
are members of your union. 

84181—57——-20 
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I personally do not think they need any political education. I think 
they are the smartest group of voters we have. 

But if you are going to do it, why do you not really try to educate 
them? I do not think this is an attempt at education. I think this 
is an attempt to influence voters. It is as political as it can be. 

Mr. McDevirr. I don’t think there is any question about the intelli- 
gence of our people. I hope we have not entered into that kind of 
discussion. 

What I said was that there was need for education on legislative 
matters. 

Senator Gotpwater. I am saying this would be an insult to an 
intelligent man to get only one side of the question. 

Mr. McDevirr. You are the only one I have heard express that. 

Senator Gotpwater. Get out and talk to some of your members 
around the United States. 

Mr. McDevirr. We do. 

Senator Gotpwater. I can go through here and pick other things 
where you only give part of it. For instance, on the offshore oil bill. 
You say in here it included an amendment by Senator Hill stricken 
from this bill which would apply revenues from offshore leases to 
education in all States. 

Mr. McDevirr. That is correct. 

Senator Gotpwater. You did not mention that there was a gimmick 
in the bill about that it would only apply to certain States after a 
period of time. 

Senator Hendrickson introduced almost the same amendment that 
would have given that money immediately. 

Mr. McDevirr. May | ask a question ? 

Senator Gotpwater. You always have. I will be glad to have you 
try again. 

Mr. McDevirr. I think it isa fair exchange. 

Senator Gotpwarter. I did not know you were here for the purpose 
of questioning us, but I am happy to allow you to ask me a question. 

Mr. McDevirr. In view of the statement just made—— 

Senator Gotpwarer. Which one? 

Mr. McDevirr. That we have misled our people. 

Senator Gotpwater. I would say you are misleading your people. 

Mr. McDevirr. We don’t agree with that. 

Senator Gotpwater. I do not expect you to. 

Mr. McDevirr. Let me say further to you that there isn’t any way 
that we can write every detail of every bill for the benefit of our entire 
membership. It would take a newspaper for these single bills. 

Senator Gorpwater. You have a daily radio program, television 
program. 

Mr. McDevirr. No; we don’t. 

Senator Gotpwater. The unions have, the UAW-CIO has. 

Mr. McDevirr. Of course, I am only answering for COPE. 

Senator Gotpwarter. I think the problems extend through the entire 
organization. You have ways of carrying the information to your 
people. I say in my opinion you are wrong in presenting a biased 
slanted opinion. 

I gave an example of a man that I sat behind and I listened to him 
fight for this postal bill all the way through. Yet when the President 
comes down and gives good sound reasons why that particular bill 
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should be vetoed, he did what I think is right, he went along with it. 

You say itis wrong. You say he is not a friend of labor. Yet he 
has demonstrated on this particular bill time after time that he is 
interested in this postal pay increase. 

Mr. McDevirr. We didn’t say he wasn’t a friend of labor. 

Senator Gotpwater. You infer that. 

Mr. McDevirr. Well, I do object to your inference. 

Senator Gotpwater. Well, I object to your inferences. 

Mr. McDevrrr. There are no inferences contained in that document. 

Senator Gotpwater. You say whether a man votes “yes” or right 
or wrong, there is no inference? 

Mr. McDevirr. There is no inference. That is reporting on the 
position taken by our organization in respect to that bill. 

Senator Gotpwater. You want to educate. That is what you are 
trying to do? 

‘Mr. McDevirr. Yes. 

Senator Gotpwater. If you are really trying to educate why do 
you not give both sides of the picture and just say he voted “yes” or 

“no” ¢ 

Mr. McDevirr. We give both sides. 

In addition to that, our publications cover all these measures. 

Senator Gorpwater. You said you had nothing to do with the other 
publications ¢ 

Mr. McDevirr. I said our publication, the AFL-CIO publications. 

Senator Gotpwater. That is what I suggested, that you could use. 
You said you had nothing to do with it. 

Mr. McDevirr. You were referring to the radio and television pro- 
grams, 

Senator Gotpwarter. I said newspapers, mag: “Tet and everything 
else. Iam trying to get across, Mr. ( hairman, I do not care whether 
this type of information is put out by corpor ations or by unions or by 
associations, that as it is used here it is not educational, it is political. 
That is the whole purpose of my questioning. 

Mr. McDevirr. Senator, we have differed before, and we will prob- 
ably differ again. 

Senator Gotpwarter. Oh, we will have occasion to do that. This 
is one that I disagreed on with the Farm Bureau on a similar presen- 
tation. I have disagreed with the Farmers Union on the same type 
of presentation. 

My understanding is that, if you are going to educate the people, give 
them both sides of the qeeticn and let them determine whether the 
Senator voted right or wrong 

Mr. McDevirr. They still have the right to determine in their mind 
if he voted right or wrong. They are ‘not denied opportunity. 

Senator Gotpwater. You do not give both sides of the question. 

Mr. McDevrrr. Yes; we do. 

Senator Gotpwater. Well, I cannot make it out there. 

Mr. McDevrrr. No, you cannot because it doesn’t read the way you 
wish it to read. 

Senator Gotpwarter. Let us get it straight. I voted wrong in your 
eyes and I will probably vote wrong in your eyes again. I want to 
be fair about this thing, do not try to educate; do not try to influence 
voting on it because sooner or later the opinion that you are operating 
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on that you are without title 3 (sec. 304) of the Taft-Hartley, is going 
to fall in on you and all organizations, corporations and unions and 
associations, who use this loophole in the Corrupt Practices Act and 
in the Taft-Hartley to influence votes and not educate as the law allows, 

Mr. McDevirr. Senator, again so the record is clear, that is your 
inference about us not being under that section. We made no refer- 
ence to that at all. 

Senator Go_tpwarer. You did not, but Mr. Rauh, I believe, is the 
attorney for the UAW-CIO some place. He refers to almost a similar 
incident of the United States versus UAW-CIO. It was referred to 
yesterday by another labor organization. 

So I must assume you are operating under the same device. 

Mr. McDevrrr. That is an assumption on your part, Senator. 

Senator GoLtpwater. Well, what are you operating under then? 

Mr. McDevirr. Under the law. 

Senator Gotpwater. Any specific law, is there any specific law that 
says a union can participate in politics by contributions? 

Mr. McDevirr. Is there any provision in the act that says it 
cannot participate in politics with contributions? 

Senator Gotpwater. Title 3 (sec. 309). You have a case in the 
Supreme Court that came out of Michigan to determine that Title 
3 specifically prohibits you from participating. 

Mr. McDevirr. If you want to get into that, I am not an attorney. 

Senator Gotpwarer. Neither am I. 

Mr. McDevrrr. I would refer that matter to the attention of our 
general counsel here, or associate counsel. 

Mr. Harris. Your reference, I take it, Senator Goldwater, is to 
section 610 of the Corrupt Practices Act which started out as 304 of 
Taft-Hartley ? 

Senator Gotpwarter. As amended. 

Mr. Harris. Now, you are quite correct that the general language 
of that provision simply states that a labor organization may not 
make a contribution or expenditure in connection with an election for 
Federal office. 

The assumption that unions are free to make contributions to 
candidates for Federal offices out of funds voluntarily given for 
that purpose by union members or by other people for that matter, 
rests upon the interpretation put on the Taft-Hartley Act by Senator 
Taft when it was going through the Senate. ' 

In answer to questions, Senator Taft repeatedly stated that this 
provision was not meant to apply to union use of voluntary funds 
that were given for political use. That interpretation has been ac- 
cepted by the Department of Justice and by the courts. 

You are quite right that the literal language does not contain it. 

Senator Gotpwater. I think we get into an argument of law that 
is going to be determined one way or the other by the Supreme Court. 

Mr. Harris. That question is not up before the court. The Depart- 
ment of Justice even under the present administration does not al 
all make the contention that the unions cannot spend voluntary 
contributions. 

Senator Gotpwater. You see, we get into the question here on this 
type of publication and the use of radio and TV, the use of booklets 
and so forth, whether it is voluntary or nonvoluntary, whether the 
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educational fund is entirely a voluntary fund or whether it is a non- 
voluntary fund. 

That is the question we have not decided and I do not think it is 
actually decided in your own mind, according to the statements we 
have been able to get from the organization. 

If. as I contend, this voting record as it is published is political, 
then I think that the unions are operating without the spirit of the 
law. I say the same thing about corporations and about associations 
other union groups doing the same thing. 

If it is purely educational I think it is an entirely different matter. 

Mr. Ottver. Senator, this is a compilation actually of material that 
is made available practically on a day-to-day basis by the union 
through their newspapers and through letters and by other means. 
This is merely a compilation of information that is generally dis- 
tributed throughout the year. 

Senator Gorpwarer. I agree with you. Even though Mr. Me- 
Devitt inferred that vou did not do that, or could not do that. 

Mr. McDevirr. I didn’t infer that. 

Senator GoLpwaTer. You did not ? 

Mr. McDevirr. No, I told youthrough the AFL-C1O publications. 

Senator Gotpwater. I thought I understood you to say you did not 
have any access to them. 

Mr. McDevirr. You referred to the UAW. The UAW program 
on television and radio. I said we were not involved in that and we 
did not carry on that kind of program. 

Senator Gotpwater. If this is going to be truly educational, both 
sides should be presented or, at least, a lengthier description of the 
issue, and then instead of somebody or a group of people saying it 
is right or wrong, let the individual member make up his mind. Then 
I do not think we are engaging in politics. 

Mr. McDevirr. The individual member, Senator, is concerned in 
another step. They want to know what position the movement took 
with respect to that measure. 

Senator Gotpwater. Then you are not educating, because they have 
that available then after each of your conventions, I believe. They 
know. 

Getting back to this one point, you did not say why the President 
vetoed that. Maybe a lot of your members would say, “By golly, he 
had a good reason to veto it.” 

Mr. McDevrrr. Yes our publication carried a full account of it. 

Senator Gotpwater. Why is it not carried in here ? 

Mr. McDevirr. It is not necessary. 

Senator Gorpwater. I disagree with you on that. 

Mr. McDevirr. We were for the postal bill that was indicated here. 
The President vetoed it. 

Senator Gotpwater. But you did not say why. 

Mr. McDevirr. We did say why. 

Senator Gotpwater. You did not expain it in one other issue I 
mentioned the fact there were other amendments that would have done 
education good, faster than the Hill amendment. 

Mr. McDevirr. Senator, I don’t think you mean that you would 
call on us or expect us to rewrite every bill introduced in the Senate and 
House that we take a position on and then to give 3 or 4 pages of 
explanations, 
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Senator Gotpwarer. I think any organization or association in this 
country or corporation or company, which attempts to disseminate 
information to influence should be fair and give both sides of the 
question. I do not think that this type of thing should go out under 
anybody’s name and be called an educational attempt. It is not 
educational. 

Mr. McDevirr. Of course, our position has been cleared up pretty 
well by a decision by the United States Supreme Court on that subject, 

Senator Gotpwater. That has not come out yet. 

Mr. McDevrrr. Yes, that is past, long ago. 

Senator Gotpwater. You mean the C/O v. The United States? 

Mr. McDevrrr. No, not that case, but to tell our membership about 
these matters. That was decided in the Baltimore case. 

Senator Gotpwater. All through the Taft-Hartley hearings, we are 
not arguing that point, through your regular publications, your news- 
papers, your regular magazines, that you publish every day. 

Mr. McDevirr. What is the difference between this and the 
publications ? 

Senator Gotpwatrr. How often do you print it ? 

Mr. McDevirrt. This? 

Senator Gotpwater. Yes. 

aoe It depends on the number of bills that we are inter- 
ested 1n. 

Senator Gotpwater. Is this the first issue you put out? 

Mr. McDevirr. No, we have been putting these out since 1948. 

Senator Gotpwater. You have only had COPE for a year. 

Mr. McDevrirr. But it was LLPE prior to merger and it was PAC. 
Both organizations put out records prior to COPE. 

Senator Gotpwarer. This is not regular? 

Mr. McDevirr. That is regular, but it is not put out at regular 
times. It depends on the number of bills that are acted on. 

Senator Go_tpwarter. It would not fall under the general agreement 
reached on the floor under the legislative history of what can be used 
by a union to disseminate political or any information. 

Mr. McDevirr. Again you are getting into the legal side of it. I 
am not qualified tc argue that, Senator. 

Senator Gotowarer. It is very interesting reading. That is all I 
have, Mr. Chairman. 

Mr. Ottver. Let me point out to the Senator that we do give a report 
that goes into much greater detail on the various legislative issues and 
the very one you are talking about is covered here, the description of 
the various phases through which this legislation went, up to the veto, 
and the reintroduction of another bill calling for a different figure that 
subsequently passed and was signed into law. 

Senator Gotpwater. How many of those do you print? 

Mr. Ottver. 'This I think was printed seal 25,000. I don’t have 
the exact figure. 

Senator Got»water. You printed 11 million of the other. 

Mr. McDevirr. 10,169,400. 

Senator Tuyr. Might I inquire at that point. I do not want to 
interrupt the colloquy or the questioning by the Senator from Arizona, 
but in that publication where you went into detail did you give any 
reference to the individual Members vote on either of the questions‘ 

Mr. Oxtver. This report didn’t give the votes on any issue except 
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asto numbers. It did not identify the people who voted for the legis- 
lation, or against the legislation. It was merely an account of the 
legislation itself. ' 

But I would like to point out one other thing, if I may, that actually 
what we are reporting to the eens is a list of votes cast in sup- 
port of or against the position taken by the organization in which these 
people hold membership. 

Senator Toye. Then, Mr. Chairman, I would like to raise a point 
about the statement of Mr. Oliver. 

You see, Mr. Oliver, very few members would realize the importance 
of a Presidential veto and have the opportunuity of reading the Presi- 
dential veto. 

Now, within both political organizations there were a great num- 
ber that were not satisfied with the bill which was passed which the 
President vetoed and they were in support of the President’s veto. 

You made no mention of it. They were in support of the President's 
veto and they were employees of the postal service. 

The President had certain specific reasons as to why he vetoed the 
bill. 

I personally, from the outset, had been in strong support of an in- 
crease in pay for the postal workers. I had two reasons for that. 

One reason was this: if you did not raise the lowest paid postal 
employee’s wage, you would not attract the most apt of the youth to 
the postal service. 

If you failed to attract good, able, well qualified people to that 
service, 15 or 20 years hence you would not have the qualification or 
the material of man and woman to fill the executive positions within 
the postal service. 

Therefore, serving on the Civil Service Committee for several 
years, I was well aware of what was wrong. We were paying the 
eginner such a low wage that the man down in the street sweeping 
or doing the normal street repair could obtain a far better income on 
his first day’s work than anyone in the postal grade 1, 2, 3, or higher. 

It was that question that led me to ht, first, for elimination of the 
two lowest grades in order that we would have a starting pay at a 
much higher level and to get the pay increased in order that we attract 
the better class of youth. 

You have made no mention about any such vote or any reference to 
the enactment of the legislation. You have just stated in a narrow, 
partisan manner that if a man voted to support the Presidential veto, 
he was wrong. 

That is not a fair manner of representation of a national labor or- 
ganization such as you represent. It is not a proper function of your 
organization in trying to educate and enlighten your workers. 

I have as great an interest in the future and welfare of the man 
and woman working as either one of you gentlemen. 

Mr. Ottver. It was not a partisan report, it was the actual voting 
record. You voted for the legislation, I believe, up to the point of 
veto, isn’t that correct, that you voted to sustain the veto after having 
voted for the bill in final passage ? 

Wasn’t that the statement that was made by Senator Goldwater a 
few minutes ago? 
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Senator Ture. That is absolutely correct, and I do not deny it. 
The fact of the matter is, first, you do have a political responsibility, 
Your President had set forth two reasons in his veto message and 
you supported the President. 

You had assurance from the President that he would seek the enact- 
ment of legislation that would embody equities to all. 

But you made no such reference in your so-called educational 
process to your membership. 

Mr. Ontver. Senator, this is not an effort—this document is—— 

Senator Ture. Mr. Chairman, that is all I have to say. I was in- 
terested in the future welfare of the workers of America as I believe 
every one of you gentlemen is, because I come from a large family 
and we all happen to be working people and these hands of mine 
have probably seen more manual labor than yours. 

Mr. Ottver. We have had very many pleasant discussions and I 
respect highly your views on these matters and I think all the dis- 
cussions have been friendly ones that have taken place in the past 
few years. 

Senator Tuyr. That is the reason I have gone to the extent of try- 
ing to make known to you my feeling that you have been biased, par- 
tial, and have not rendered the educational information to your mem- 
bership that your membership are justly entitled to when you put out 
this kind of publication. 

You made the selection of a few specific legislative questions and 
then you proceed to rate the Member as to his service to the working 
people of this Nation by a very narrow selection of certain bills and 
certain vetoes, and so forth, in your classification and the rating of 
that. 

I criticized the National Farm Bureau because they had selected 
only a few and set up a batting average of a thousand and then pro- 
ceeded to rate the individual Member of the Senate. 

Mr. Ottver. The Congressional Quarterly, which certainly is not 
& partisan publication, has here the Senate key votes on nine issues. 
They selected nine issues as being indicative of the record of a Con- 
gress. They didn’t publish all of the many roll calls. They selected 
those issues that they considered to be the most important national 
issues and were perhaps the most controversial. 

I would like to point out to you that 5 of these 9 coincided with the 
5 that we took from the session of the 84th Congress. 

Our record covers the period 1947 to 1956. But we took 5 issues 
for the last year and all 5 of those issues were judged to be crucial 
national issues by this completely nonpartisan publication. 

The CHatrman. Does that publication state right or wrong? 

Mr. Ottver..It says yea or nay. But in this publication, may I 
point out, we have made no effort to mislead anyone. Everyone who 
knows, who picks this up, knows that this is the publication of the 
AFL-CIO. 

As a matter of fact, some people would probably decide without 
knowing a thing in the werd about the issue, if we called it right, 
then it was wrong. 

Mr. McDevrr. Senator, I would like to point out that. there is not 
anything biased or prejudiced about this document. It represents 
our legislative program. It represents the determination by the ex- 
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ecutive council and the legislative committee as to what measures were 
of interest to our people and what measures the convention passed 
upon. 

ew we didn’t take everybody's voting record and then decide what 
bills we would single out in order to get a record that might be against 
Senator X in Y State. 

The Cuamman. Mr. McDevitt, what you are saying is simply that 
your organization judged these votes to be right or wrong. 
* Mr. McDevirr. That is correct. 

The CuatrmMan. You are telling your members you so judged them. 

Mr. McDevirr. In the interest of our people. 

The Cuatrman. In the interest of your people and on the basis of: 
as you say, some resolution that had previously been passed. 

Mr. McDevrrr. That is correct. 

The CHamrman. Whether you are right or wrong, or not, there 
might be reason for folks to differ with you. 

Mr. McDevirr. We say right or wrong in accordance with our deter- 
mination just as the Veterans of Foreign Wars and American Legion 
and other organizations do. 

The CHarrman. When I go out and campaign I am a little biased 
in what I say and what you are doing in this is actually campaigning, 
in a sense, like a lot of publications go out that in my book are plain 
lobbying. 

Mr. McDevirr. Campaigning without bias, Senator. 

The CHarrman. Campaigning without bias? Then you are a 
marvel. 

Mr. McDevirr. I am referring to this booklet. I am talking about 
the voting record. I certainly didn’t intend to mean campaigning 
without bias. I was referring to the voting record. 

The Cuairman. Are there any further questions / 

Mr. Fay. I have just a few questions. 

(At this point Senator Goldwater retired from the hearing room. ) 

Mr. Fay. Mr. McDevitt, I would like to hand you this exhibit here. 
I think you have a copy of it. It shows the leaflets, pamphlets, and 
posters which were compiled by COPE. 

Mr. McDevirr. Yes, I have. 

Mr. Fay. You show the number and the budget under which they 
were approved. 

The Cuatrman. The staff presents to the witness a document which 
he may identify. 

Mr. McDevirr. That is it. That is up to October 31. 

The Cuatrman. That may be made exhibit No. 14 for reference. 

(Exhibit No. 14 is in committee files. ) 

Mr. Fay. With reference to exhibit 14, that shows the list of pam- 
phlets and leaflets that your organization, COPE, published. 

Mr. McDevrrr. That is right. 

Mr. Fay. Were they all out of the educational fund ‘ 

Mr. McDevirr. No; it is indicated here what fund it was drawn on. 

Mr. Fay. The exhibit shows those which were paid out of voluntary 
funds and those which were out of the educational fund ? 

Mr. McDevrirr. And out of the AFL-CIO fund. 


‘ a Fay. Who indicates which pamphlet would come out of which 
un 
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Mr. McDevirr. The codirectors would make the decision. If they 
entertained any doubt, they would consult the legal department. 

Mr. Fay. Where did these pamphlets with respect to voting records, 
the 10 million, what fund did they come out of ? 

Mr. McDevirr. Out of the educational fund. 

Mr. Fay. So that you construed them to be educational rather than 
political in the sense that they required payment by your voluntary 
contribution ¢ 

Mr. McDevirr. That is correct. There isn’t anything in this docu- 
ment or in the State document that indicates they should vote for 
Jones or Smith or against Jones or Smith. 

We merely give the voting record. 

Mr. Fay. What was the total cost of this ten-million-some-hundred- 
thousand issues that you put out? Do you have that figure ? 

Mr. McDevirr. As of this date, $43,231.77. That involves all print- 
ing and every other item connected with the publication of those 
documents. 

Mr. Fay. I note that some of them were paid for apparently from 
two sources. One from the contributions fund and one from the 
AFL-CIO fund. What would be the reason for that? 

Mr. McDevirr. Where you see it was drawn from both funds, it may 
be a case where one fund may be pressed pretty hard for money and 
we were a little better over in one fund. 

Mr. Fay. So there really isn’t any dividing line between the educa- 
tional fund and the CIO fund? 

; Mr. McDevrirr. Not between the CIO general fund and educational 
und. 

There is a dividing line as far as our affairs are concerned, but we 
can use it either way as long as it is educational. 

Mr. Fay. Then there is another item with respect to your COPE 
dollar which shows that the AFL fund was used for $266 and the 
voluntary contribution fund for $930. 

Mr. McDevirr. That is correct. 

Mr. Fay. How do you explain that ? 


_ Mr. McDevrrr. The explanation for that is quite clear. The first 
issue on that subject did not ask a contribution of a dollar. It spoke 
of COPE and its educational functions. 


Then when we decided to = the dollar in the pamphlet we then, of 


course, drew it from the individual contribution fund because it was 


political. It became political. 

Mr. Fay. Would the same thing apply with respect to color charts 
voting and registration down on the posters, the third item ? 

Mr. McDevirr. The difference there is, first, the one that was paid 
out of the general fund was the issue that was printed prior to our 
taking any position on candidates. 

We then went over in the individual contribution fund because we 
were talking then about individual candidates and campaigning for 
them. In some places printing their names on them. 

Mr. Fay. Then with respect to the individual contributions or the 
contributions of the international, are they cleared through your office 
for approval? 

Mr. MoDevrirr. How was that? 

Mr. Fay. Are the contributions made to political parties or candi- 
dates by the international cleared through your office for approval! 
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Mr. McDevrrr. I would say with respect to all of the organizations 
that are participating ; yes. 

Mr. Fay. In other words, they would tell you in advance that they 
are going to give a contribution to Senator So and So, or Congressman 
SO and So, in State X? 

Mr. McDevrrr. Generally speaking. We have no control over the 
thing. They call us on the phone and ask us our views. 

Mr. Fay. Where the State makes the recommendation, you indicate 
clearly, I think, that you always followed the States recommendation f 

Mr. McDevrrr. Not always. 

Mr. Fay. 99.99 percent of the time ? 

Mr. McDevirr. Yes. 

Mr. Fay. How do you decide on the amount of the contribution ¢ 

Mr. McDevirr. There isn’t any fixed pattern for that. It depends 
on a number of factors. 

One, whether or not the candidate that is endorsed, we will say, 
in this case, is one that we feel has a chance of winning. If that is 
the case, he would get a larger sum than one that we considered a lost 
fight before we began. 

We are not inclined, of course, to make any allocations in situations 
where there isn’t any possible chance. But generally we make a 
small allocation available to them. 

Mr. Fay. What is the largest sum that you would allocate to any 
one candidate? Do you have any limitation on them? 

Mr. McDevrrr. No fixed limitation, but generally speaking, in sena- 
torial campaigns it would be maybe $3,000, $5,000, $7,000, $10,000. 

Mr. Fay. What about the national parties? Did you make con- 
tributions to the Democratic National Committee ¢ 

Mr. McDevirr. No. 

Mr. Fay. Did you make a contribution to a private committee for 
the presidential—in other words, the Citizens for Stevenson ? 

Mr. McDevirr. We made them to different committees. 

Mr. Fay. To the Citizens for Stevenson ? 

Mr. McDevirr. There were 3 items to volunteers, 1 of $5,000 for 
Volunteers for Stevenson and Kefauver. 

There was another allocation for $5,000 to the Stevenson-Kefauver 
Campaign Committee, and another $5,000 to the Stevenson-Kefauver 
Club of Washington. So there was a total of $15,000. 

Mr. Fay. Now, with respect to these voluntary contributions, Mr. 
McDevitt, there have been allegations made that these contributions 
have been compelled on some occasions. Do you have any informa- 
tion on that subject at all? 

Mr. McDevrrr. Do I understand your question to mean that in- 
dividuals have been compelled to make a contribution ? 

Mr. Fay. That is correct. 

Mr. McDevirr. We have no knowledge of any such action and if we 
did have any we would not accept the contribution. 

Mr. Fay. You have no recollection of any incident being called to 
your attention where the allegation was made and you took action on 
such allegation ? 

Mr. McDevrrr. We had a couple letters written in. 

Mr. Fay. What did you do in response to them ? 

Mr. McDevrrr. We turned them over to our area director for in- 
vestigation and interview with the complainant. 
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Mr. Fay. What action was taken ? 

Mr. McDevrrr. He was'‘told very clearly that we would be very 
willing to return the dollar if anybody intimated to him he was com.- 
pelled to give. 

Mr. Fay. Do you know in any instance where the dollar was 
returned ¢ 

Mr. McDevirr. Yes; there were a couple that I can recall. 

sae CuarrMaNn. Did he still remain in good standing with the 
union ? 

Mr. McDevirr. They did. 

The Cuamrman. Did he get to work regularly ? 

Mr. McDevirr. Yes; as i as I know that is correct. 

I might point out that there are thousands and I can say hundreds 
of thousands of trade unionists who don’t make contributions. 

Mr. Fay. Does COPE make contributions to State elections as well 
as the Federal ? 

Mr. McDevrrr. In rare cases; yes. Governorship campaigns, a 
few of those. 

Mr. Fay. Is that money from the political individual contribution 
fund? 

Mr. McDevirr. No; we can take that out of the educational money 
because it is a State campaign. 

Mr. Fay. Do you know if the locals or the international make con- 
tributions to State political committees? 

Mr. McDevrrr. Does the international union or local union make 
contributions to the State committee? 

Mr. Fay. State political committees ? 

Mr. McDevirr. I don’t have knowledge of that, sir. 

Mr. Fay. I believe that is all I have. 

The Cuatmrman. Are there any questions, Senator Thye/ 

Senator Ture. No. 

The Cuatrman. Thank you, gentlemen, very much. 

Mr. William B. Barton and Mr. Milton A. Smith, will you gentle- 
men come around, please? 

Will you gentlemen be sworn? 

Do each of you solemnly swear that the evidence you shall give 
before this Senate special committee, will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Barron. I do. 

Mr. Sairu. I do. 


TESTIMONY OF WILLIAM B. BARTON, GENERAL COUNSEL, AND 
MILTON A. SMITH, ASSOCIATE COUNSEL, UNITED STATES 
CHAMBER OF COMMERCE 


The Cuairman. Be seated, and will you please each of you identify 
yourself for the record, giving your name, your place of residence, 
and your business or occupation? _ : 

Mr. Barron. My name is William B. Barton. My place of resi- 
dence is Washington, D.C. Iam general counsel for the Chamber of 
Commerce of the United States. 

Mr. Sxarn. I am Milton A. Smith, a resident of Chevy Chase, Md. 
My business address is Chamber of Commerce of the United States. 
I am associate general counsel of the chamber. 
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The Cuarrman. Gentlemen, do you waive the right of counsel to 
he present f 

Mr. Barton. We do. 

Mr. Smrru. Yes. 

Mr. Barton. Mr. Chairman, I might state that the chamber has 
filed a statement which you have probably seen. To save time I 
presume vou won’t want it all read. We have no desire to read it. 

' | might suggest this, that I can possibly save the committee’s time 
by summarizing some of the things in the first part. 

“The Cuatrman. The Chair was going to request your permission 
for you to acquiesce in the Chair’s wishes that in view of the time 
| would like to conclude the hearings as early now as I can. I would 
like to, with your permission, print the full statement in the record 
at this point and then let you highlight it and comment upon it. 

Mr. Barton. That is satisfactory to us. 

The Cuamrman. The statement presented by Mr. Barton and Mr. 
Smith will be printed in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF WILLIAM B. BARTON AND MILTON A. SMITH FOR THE 
CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United State is a federation. It was in- 
corporated in 1915 as a nonprofit corporation under the laws of the District of 
Columbia. It is an organization which works for improvement of our economy 
as a whole, searching for ways to keep it dynamic, growing and expanding. 

There are two classes of members: Organization members and business mem- 
bers. The organization membership comprises 2,730 local, State and regional 
chambers of commerce and 525 trade, industrial, and professional associations. 
The underlying membership of these organizations is estimated at over 1,850,000. 
As the voting members, these organizations determine the chamber’s policies 
and elect its directors. 

These are autonomous, voluntary membership organizations; the national 
chamber has no control over their programs or policies. 

The business members number approximately 20,500 firms and individuals. 
They have no direct vote, but participate in direction of national chamber 
affairs through its member organizations with which they are also affiliated. 

The chamber has a 58-member board of directors. Twenty members are elected 
on a geographical-representation basis; eighteen are elected to represent nine 
principal segments of business. There are seven directors at large. The balance 
of the board’s membership is made up of elective officers and three past presidents. 
_ The basie aim of the chamber may be described as seeking to explain and 
interpret the American competitive enterprise system, and to promote this 
system's basic concepts of limited government, a free market economy, economic 
crowth, and freedom for the individual as set forth in the Bill of Rights. 


THE VARIED NATURE OF THE CHAMBER PROGRAM 


_ Thus, the chamber has a program of research, education, and service in rela- 
‘ton to matters of importance to American business and the economic well-being 
of the Nation. 

Over 500 businessmen serve on chamber committees which study business and 
economic problems and develop recommendations for policy declarations, which, 
When approved by the membership, guide the chamber’s program. 

This program has many aspects unrelated to legislation. The following are 
but a few illustrations of some types of such projects in which we are engaged: 


1. Encouraging businessmen to do a better job of explaining their busi- 
nesses to their employees and the public. 

2. Promoting better business understanding of the importance of good 
educational opportunities and facilities. 

8. Assisting communities to develop sound industrial expansion proced- 
ures, In this connection the manager of our department of manufacture 
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and industrial development serves as secretary and director of the American 
Industrial Development Council made up of some 450 industrial development 
experts from all parts of the Nation. 

4. Helping to make the communities of America better places in which 
to work and live, including such matters as urban redevelopment, improve. 
ment of street and highway systems, meeting need for offstreet parking, ete. 

5. Conducting or assisting with national programs for home-improvement, 
industrial safety, and fire prevention. 

6. Holding local, regional, and national conferences. For example, |jast 
year the chamber held 9 regional explaining-your-business conferences, 3 
regional conferences on labor relations, a forum on world affairs, and 4 
conferences dealing with transportation problems. The annual meeting 
of the chamber deals with a multitude of subjects of interest to the different 
segments of American business. 

7. Cooperating with government on important national public-service 
projects. 


The chamber recently became the first national business organization to re- 
ceive the Department of Defense award for outstanding contributions toward 
strengthening the Nation’s military reserve program. Our program here in- 
cludes efforts urging businessmen to make employee participation in reserve 
training convenient and to help promote local military information meetings 
to assist young men in military career planning. 

Other award-winning programs of the chamber have included those to en- 
courage wider employment of physically handicapped persons, and our support 
of national nonpartisan get-out-the-vote efforts. 

Our diversified interests of importance to business are also indicated by 
examples of some of the types of specialists on our staff. We have men and 
women who are concerned, for example, with industrial pension problems, 
commercial uses of atomic energy, market research, and retail trade promotion. 
A number of employees are engaged in service to local and State chambers of 
commerce and trade and professional associations on their problems of organi- 
zation and management. 


DETERMINING AND MAKING KNOWN VIEWS OF BUSINESS 


As the major national organization representing the varied fields of business, 
the chamber has what we deem to be an essential role in our democratic society— 
to determine and make known to the public and the Government the views and 
recommendations of business generally on important national issues. 

The policy declarations expressing these views and recommendations are 
formulated through procedures designed to assure the maximum opportunity 
for thorough study and membership participation. Policies are acted on by 
vote of member organization delegates to the annual meeting, or through a 
mail referendum. The full text of items to be considered at the annual meeting 
is sent to organization members at least 2 months before the meeting, so that 
they can be studied well in advance. Full opportunity is afforded to debate 
or discuss any proposal put before the meeting, and a policy question sent to 
referendum is accompanied by both pro and con information. 


THE LEGISLATIVE DEPARTMENT ; REPRESENTATION TO CONGRESS 


One of the chamber departments is known as the legislative department. 
This department has 6 staff men and 3 secretarial employees, and is primarily 
concerned with reporting information and replying to inquiries on legislation 
of interest to business. It publishes the Legislative Daily which, when Congress 
is in session, is printed and mailed each night giving a brief summary of principal 
congressional actions during the preceding day. This publication has wide 
acceptance as a dependable factual digest of daily congressional actions, with 
no attempt to editorialize or express opinions. To gather the necessary infor- 
mation, edit and regularly publish this daily report requires substantially all 
of the working time of four of the employees assigned to the legislative 
department. 

The manager and assistant manager of this department also have the re- 
sponsibility to handle injuries addressed to the chamber from members or 
committees of Congress, and to make arrangements, where necessary, for the 
scheduling of chamber witnesses to appear before congressional committees. 
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The chamber customarily seeks to make known to Congress its members’ 
views on national legislative issues through testimony at hearings or written 
ommunications to the appropriate committees. Where opportunity is afforded 
to present testimony we try to provide as a witness the best-informed business- 
man available to us on the particular subject. 


INTEREST OF BUSINESSMEN IN NATIONAL ISSUES ENCOURAGED 


We encourage businessmen to take an interest in important national issues, 

ynderstand them, and to make their own informed opinions known to anyone 
who will listen, including their representatives in Congress. We work with 
national affairs committees of local chambers of commerce, and stress the im- 
nortance of a timely expression of the local businessmen’s views on legislative 
issues. 

The chamber seeks, too, through publications, meetings, and other media, to 
make as widely known as possible, the views and recommendations of business 
on important national issues and the reasons for these views. Usually the use 
of such media is not directed toward influencing action on specific legislation, 
but rather toward developing an informed opinion both of our own members 
and the public. 

Our effort to ascertain and make known the business viewpoint is accordingly 
hased on a sincere conviction that most vital to the aims of good government 
and good business in America is a well-informed public opinion; that given the 
facts on all sides of an issue the people of America can be relied on to form a 
sound judgement. 

NO POLITICAL ACTIVITY 


The chamber has not published voting records of Members of Congress. On 
some occasions our Legislative Daily, in reporting action on a major bill, will 
reproduce the rollcall votes as shown by the Congressional Record, but we have 
never circulated lists of right and wrong votes of Members of Congress, either 
to our own members or to outsiders. 

The chamber has not engaged in any partisan political activity; it does not 
support or endorse any individual candidate for elective office, nor does it make 
any political contributions. Aside from any provisions of law which would 
deter such actions, the chamber’s bipartisan membership precludes its interven- 
tion into political activities. 

The kind of function which the chamber is uniquely situated to perform as a 
catalyst of business judgement in a controversial area, is illustrated by the 
attention which it gave to proposals for a stepped-up Federal highway program. 

The problems and issues involved were studied first by several different 
standing committees, including our transportation and communication com- 
mittee, construction and civic development committee, and those concerned with 
finance, taxation, and government expenditures. 

The recommendations of these committees were studied at length by our board 
of directors and a special board committee. An opinion poll of our membership 
was taken on questions as to whether there should be an accelerated program 
of Federal highway aid, and if so, how that program should be financed. 

The poll results were further studied by interested standing committees, by 
the board, and by another special board committee. Finally, our members were 
asked to vote in a referendum on basic policy questions. With this referendum 
the members were given a carefully balanced summary of principal facts and 
arguments both pro and con on each question. 

The replies in this referendum were tabulatd in a publication which showed 
how each member organization voted on each question ,and also gave a summary 
of comments or qualifications which any of them expressed. A copy of this 
publication was sent to every Member of Congress as a timely and authoritative 
index of business opinion on issues basic to the then-pending legislation as 
ac in many business organizations and in local communities throughout 

e Nation. 

The conduct of this referendum is cited as one exampe of how the chamber 
eae ne and disseminates the views of business on an important national 
ssue, 

We want to emphasize however, that such activities in relation to major 
national issues are but one facet of the chamber’s broad program of research, 


education, and service in relation to matters of importance to business and the 
economic welfare of the Nation. 





924 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


In implementing its program the chamber’s salaried staff is headed by an 
executive vice president. There are about 350 employees in Washington and 15 
who work elsewhere; 6 division offices are maintained outside of Washington, 

Staff departments include insurance, manufacture and industrial development, 
natural resources, economic research, agriculture, construction and civic develop- 
ment, domestic distribution, transportation and communication, international 
relations, foreign commerce, education, national defense, taxation and finance, 
business relations, chamber of commerce service, trade and professional associa- 
tions, audiovisual services and news and information. Each of our departments 
is under the direction of a manager. 

As this general description of the chamber’s interests and functions indicates, 
the department managers and their staff associates are occupied with a multitude 
of duties. The chamber is properly described as a multipurpose organization. 


REPORTING UNDER REGULATION OF LOBBYING ACT 


It has been our view that the chamber is not subject to the registration and 
reporting requirements of the Regulation of Lobbying Act of 1946. Our reasons 
for this conclusion were first detailed in a letter filed with the Secretary of the 
Senate and the Clerk of the House on April 10, 1948. 

In general, this view has been based on the multipurpose character of the 
chamber, and the fact that the dues paid to it are to support its general program 
and are not designated or obligated for any special purpose, legislative or 
otherwise. 

We have nonetheless filed reports showing the total dues and contributions to 
the chamber, the legislative items on which it has sent communications to Con- 
gress, or presented testimony, and expenditures which might be construed as 
reportable under the Lobbying Act. 

The manager and assistant manager of our legislative department have been 
registered as individuals and have filed reports although there has been and 
remains a doubt that they are required to do so. A few other individuals have 
been registered in certain instances where temporarily devoting such special 
attention to a particular legislative issue as to suggest that doubts as to status 
under the act should be resolved in favor of registration. 


REVISION OF REGULATION OF LOBBYING ACT 


Our comments with regard to the provisions of the present Regulation of 
Lobbying Act, and our suggestions for its revision follow. 

It is our belief that this act needs substantial revision, if it is to be a useful, 
workable statute to supplement other laws specifically directed toward corrupt 
practices, without subjecting individuals and organizations who openly and law- 
fully exercise rights of free speech, assembly and petition to constant uncertainty 
and hazard of criminal prosecution. 

In such revision the aim should be: 

(1) To direct the act toward practices that are inherently corrupt or 
otherwise so tainted with impropriety as to warrant criminal law restraints— 
insofar as such practices are not already covered by or more appropriately 
dealt with under other provisions of law. 

(2) To avoid interference with the lawful exercise of rights of free 
speech, assembly, or the press. 

It is particularly important that the law not operate as a source of unwar- 
ranted harassment to persons, who, in the course of their lawful employment 
or professional pursuits may have occasion to speak on behalf of their employers 
or clients on legislative issues and that it not impede the legitimate functions 
of voluntary associations through which persons may seek openly to make known 
their views on issues of concern to them. 

To revise the act in this manner will require a general simplification and 
clarification of its provisions. Instead of being vague and ambiguous in its 
scope the law should clearly define and be limited to the corrupt and improper 
practices which are sought to be barred. Specific exemptions or exclusions should 
be carefully spelled out. There should be eliminated record keeping or reporting 
requirements that are needlessly detailed, burdensome, and overlapping or with 
which literal compliance may be impossible as a practical matter. 


FAULTY PROVISIONS OF PRESENT LAW 


Without undertaking to cite at length all of the detailed provisions of the 
present law which need to be cured, some examples may be shown, with particular 
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reference to the kinds of questions that confront any general-purpose organiza- 
tion and its officers and employees. Here are some of these problems: 

There is uncertainty as to just what kind of acts, expenditures, or publica- 
tions fall within the scope of the act, and the point at which an individual 
employee or his employer; when either or both of them have a variety of 
functions, become liable to a requirement to register and file reports. How 
is the degree of relative importance of various acts to be measured—in terms 
of time devoted to them, or the expenditure involved? 

The scope of the exemptions for appearances before a congressional committee 
is not clear. The Supreme Court has indicated that “direct lobbying” includes 
a representation to a committee. Section 308 (a) of the Lobbying Act makes 
certain of its registration and reporting requirements inapplicable to one who 
only appears before a committee, but does nothing else in furtherance of a 
purpose to influence legislation. It is not clear whether this exemption extends 
to other sections of the act, such as section 305 requiring certain reports of 
receipts and expenditures. Nor is it clear whether this exemption is lost by 
any of a variety of things that a witness might do, such as the publication of 
his testimony, his response to subsequent requests from the committee staff or 
members or nonmembers of the committee for further information. 

If an individual or his employer is covered, there is the question as to 
how properly to account for receipts and expenditures. The choice seems to 
be between stating under oath that all receipts and expenditures are for lobby- 
ing—or to try to make a reasonable allocation. Many problems are involved 
in trying to determine a proper basis for making allocations, in terms of 
deciding what is to be included, and how an apportionment is to be made. 

There are specific requirements with which literal compliance can be impos- 
sible, such as the provision in section 308 that says anyone subject to the act 
must include in his reports the names of any newspapers, periodicals, or other 
publications in which he has “caused to be published any article or editorial.” 

These problems are examples of the features of this law which led Mr. Justice 
Jackson to criticize it as permitting “applications which would abridge the right 
of petition” and as “so mischievously vague that the Government charged with 
its enforcement does not understand it.” Similarly, Mr. Justice Douglas and 
Mr. Justice Black characterized the act as one that “can easily ensnare people 
who have done no more than exercise their constitutional rights of speech, 
assembly, and press,” and added: 

“The language of the act is so broad that one who writes a letter or makes 
a speech or publishes an article or distributes literature * * * has no fair 
notice when he is close to the prohibited line * * *.” 

Adherence to the sound view of the Supreme Court that a lobbying registra- 
tion and reporting statute must, to keep within first amendment bounds, not 
extend beyond so-called “direct lobbying,” will help in drafting a new law that 
avoids the defects and pitfalls of the present one. 

In this regard, we believe that there is much merit in the conclusion of the 
minority report of the House Select Committee on Lobbying Activities, 81st 
Congress (Buchanan committee), which stated : 

“We doubt whether the so-called indirect lobbying which, on the surface at 
least, is no more or less than constitutionally protected freedom of speech, can, 
or should be, regulated by the Congress. We do feel that those individuals whose 
principal purpose is to attempt to persuade individual Members of Congress 
to follow a certain course of action might well be required to identify them- 
selves and their source of support. Whether any lobbying statute should 
go further than this is seriously open to question.” 

Similarly, it is to be hoped that this committee, in considering the recom- 
mendations which it may make for changes in laws other than the Lobbying 
Act, will weigh carefully all possible implications of Government censorship 
or control of publication of facts or opinion on national issues. 


THE LEADERSHIP ROLE OF VOLUNTARY ASSOCIATIONS 


Americans having a community of interest have traditionally looked to volun- 
tary associations of all kinds as a way to join together in the consideration of 
national issues of concern to them and to express their views on these issues. 
This right of voluntary association is more than just a Bill of Rights principle; 


it has always been an important and distinctive feature of the American demo- 
cratic system. 
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America’s businessmen have a community of interest in those national policies 
and measures which promote healthy economic growth of the Nation. There 
is need for more, rather than less, active interest and participation by business. 
men in maintaining good government. The stimulation of this interest can only 
come from continued enlightened leadership and education through the Nation’s 
voluntary business associations. 

Our special concern with measures that may impinge upon the legitimate 
functions of these organizations arises partly out of the fact that they are, and 
as a matter of law must remain, voluntary associations. No trade association 
or chamber of commerce can force anyone to join or pay dues or assessments 
to it as a condition of entering or staying in business; the Federal antitrust and 
trade regulation laws effectively bar any closed shop in the membership of a 
business association. Since they can exist only by virtue of wholly voluntary 
support, these organizations can be peculiarly vulnerable to measures which 
may affect their legitimate functioning or discourage membership support 
and participation. 

Such organizations should be permitted and encouraged to perform their legi- 
timate functions without being unnecessarily subjected to hazards of prosecution 
to other harassment. 

To render America’s voluntary business organizations impotent to speak for 
their members or to publish their side of the case important national issues would 
be to give aid and comfort to forces that would extend Government intervention 
and control of the economy and of individual action. 


CONCLUSION 


It is our conclusion that the following considerations should be paramount in 
the revision which we have recommended of Federal law to regulate lobbying 
activities: (1) That constitutional as well as practical considerations narrowly 
restrict the scope of any law designed to require reporting of activities or 
expenditures related to efforts to influence legislation; and (2) that complex, 
technical recordkeeping and reporting requirements are needlessly burdensome 
and unfair when applied to persons whose advocacy of a viewpoint on legislation 
is open, and free from corrupt or unethical conduct, especially where these re- 
quirements are imposed under a criminal statute. 


Thus, we urge that any law dealing with the dissemination or communication 
of views on national issues seek to eliminate or deter practices which are in- 
herently corrupt or otherwise so tainted with impropriety as to warrant criminal 
law restraints, but carefully avoid the imposition of sanctions or unnecessary 
burdens on the exercise of rights of freedom of speech, assembly, and the press. 

The CHarrmMan. Now, gentlemen, you comment upon it. 

Mr. Barron. Directing the committee’s attention to the first page, 
the chamber is a nonprofit, tax-exempt corporation. It had its begin- 
ning in 1912 and was incorporated in the District of Columbia in 1915. 

We have two general classes of members. There are organization 
members and there are business members. 

There are 2,730 local, State, and regional chambers of commerce 
and some 500 trade, industrial, and professional associations that are 
members. 

Then we have an underlying membership there of about 1,850,000. 
We have about 20,500 firms and individuals that are what we call 
business members. They have no direct vote. 

The policy of the organization is formulated through votes taken by 
representatives of the organization members. We have a board of 
directors of 58 members. 

Referring to page 2 of the statement, the basic aim of the chamber 
may be described as seeking to explain and interpret the American 
competitive enterprise system and to promote this system basic con- 
cept of limited government and a free market economy, economic 


growth, and freedom for the individual as set forth in the Bill of 
Rights. 
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We operate through committees. We have about 500 businessmen 
that are on the committees of the chamber. We have many aspects to 
our program. Many of them have nothing at all, incidentally, to do 
with legislation. 

We, for instance, have quite a program encouraging businessmen 
to explain their businesses to their employees and to the public. We 
emphasize to businessmen and the public generally the importance of 
good educational opportunities. 

We have a belief that the economic well-being of the country has 
close relationship to the educational opportunities that the people have. 

We doa great deal to assist communities to develop sound industrial 
expansion procedures. This is one of the most seriously studied prob- 
lems today in local communities and we do render a great deal of 
assistance through working with local chambers of commerce on such 
matters. 

Directing your attention to page 3, we help communities of America 
with what we might call city planning and we have a portion of our 
program devoted to home improvement, industrial safety, and fire 
prevention. 

There is a tremendous amount of our energy that goes each year into 
holding local, regional, and national conferences. We hold many of 
them every year as a regular part of the chamber program. We co- 
operate with the Government moreover, on important national public 
service projects. 

For instance, the military Reserve program, a program for the em- 
ployment of handicapped workers, and presently the very important 
manpower program are examples of the sort of thing on which we 
work very closely with the Government. 

On page 4 we have indicated our belief that one of the very impor- 
tant things we have to do is to express the views of busines on im- 
portant issues. We think that that is an essential thing to be done in 
our democratic society. 

Whenever we express our views, of course, those views come from a 
policy that the chamber has and policies are adopted in two principal 
ways, through a vote at our annual meeting, a vote of the delegates or 
if a policy issue arises between annual meetings, we can take a referen- 
dum and get a policy that way. 

Very occasionally the board in an emergency adopts a policy which 
we call an emergency declaration, but that is very unusual when that 
is done. 

In connection with our work on important issues, the chamber has 
a legislative department which plays an important role in making our 
views known. It has 6 staff members and 3 secretarial employees. 
It is primarily concerned with reporting information and replying 
to inquiries on legislation of interest to business. 

A very great part of its energies has in recent years gone into the 
publication known as the Legislative Daily which is printed and 
mailed each night, giving a brief summary of the principal congres- 
sional actions pe the preceding day, when Congress is in session, 
of course. 

The manager and assistant manager of this department handle in- 
quiries addressed to the chamber from members or committees of 
Congress. The chamber formally makes its views known to Congress 
through testimony. 
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It also uses letters and similar communications to Congress. 

During the past session of Congress, I believe we sent up about 59 
written communications, some of them letters and some of them tele- 
grams. Wesent up about 16 witnesses who testified before committees 
of Congress. 

Directing your attention to the bottom of page 5 of the statement, 
we believe that one of the very important things to be done is to arouse 
greater interest on the part of businessmen in national problems. So 
we seek through publications, meeting, and other media, to make as 
widely known as possible our recommendations of businessmen on 
important issues. 

As a rule, I would say we direct these efforts not towards direct 
influencing of legislatoin, but rather towards the formulating of 
public opinion. 

Again on page 6, I call attention to the fact that we do not engage in 
perce activity. We do not circulate lists of right and wrong votes. 

he chamber takes no part in any form of partisan — 

We support no candidates and we make no contributions. 

The CuHarrmMan. You neither endorse candidates for public office, nor 
contribute to them as an organization ? 

Mr. Barton. We do neither one, Senator. 

The Cuarrman. You do not take up voluntary contributions? 

Mr. Barton. We do not. 

The chamber, of course, has many members, made up of both polit- 
ical parties, and that is one reason we take no part in politics as such. 

There are many other reasons we do not, of course. 

Now, there is illustrated at the bottom of page 6 and on page 7, in 
connection with the highway issue, which was recently before Con- 
gress, the way we sampled the views of our members. We had a refer- 
endum on the subject and then we placed a digest of the results of that 
referendum before each of the Members of Congress for their use. 

Concluding, our summary of the first part I wanted to direct atten- 
tion on page 8 to the fact that the chamber has about 350 salaried em- 
ployees here in Washington, about 150 who work elsewhere. We have 
six division offices maintained outside of hie mee 

On page 8 there are enumerated the principal staff departments of 
the chamber. The chamber staff in Washington is headed up through 
an executive vice president. 

Now, the last part of the statement from the bottom of page 8 on, Mr. 
Chairman, is devoted to some views that we have with respect to the 
Regulation of Lobbying Act and some experience we have had under 
it. My colleague, Mr. Smith, has devoted much more attention to that 
problem than I have and with your permission I would like to have him 
comment on the balance of the statement. 

The Cuarrman. You may comment on the lobbying, if you wish. 

Mr. Smirn. We believe that the Lobbying Act needs substantial re- 
vision if it is to be a useful and workable statute to supplement the 
other laws specifically directed toward corrupt practices, without at 
the same time subjecting individuals and organizations who openly 
and lawfully exercise rights of free speech, assembly, and petition to a 
constant uncertainty and the hazard of criminal prosecution. 

We suggest that the aim in revising the act should be to direct it 
toward practices that are inherently corrupt or are otherwise so tainted 
with impropriety as to warrant criminal law restraints, at least to 
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the extent such practices are not already covered by or cannot more 
appropriately be dealt with under some other law. _ 

It is particularly important that this act not interfere with the 
lawful exercise of rights of free speech, assembly, and the press. 

To accomplish such a revision would require a general simplification 
of the act and clarification of its provisions. Particularly necessary 
is a basic redirection and redefinition of the scope of the act. 

We have outlined at the bottom of page 10 running over to page 12, 
a number of types of problems that particularly confront a multi- 
purpose organization, of which the chamber is but one example of 
the thousands of organizations in this Nation that fall in that 
category. 

We think that many of the provisions of the law operate as a source 
of unwarranted harassment to persons who in the course of their 
lawful employment or professional pursuits have occasion to speak 
on behalf of their employers or their clients on legislative issues. 

The Cuarrman. Mr. Smith, do you think we should have any law 
on lobbying? 

Mr. Smarn. Yes; I think it would be impractical to suggest that 
you have no law at all on the subject. 

We point out a little further on in this statement that there does 
seem to be a minimum area of lobby registration and reporting that 
could be applied without raising all of the problems that concern 
us and many other people of possible transgression on first amendment 
rights. That is commented on a little further in our statement. 

I would like to point to 1 or 2 of the things that are particularly 
troublesome in the present law. 

There are some exemptions in the law. For instance, we have 
exemptions for appearances before congressional committees. The 
scope of that exemption isn’t clear. The Supreme Court has indicated 
that direct lobbying includes a representation made to a committee of 
Congress. 

Under section 308 (a) of the Lobbying Act it is provided that the 
provisions of that particular section with regard to registration and 
reporting do not apply to a person who only appears before a com- 
mittee but does nothing else in furtherance of a purpose to influence 
legislation. 

_ Now, it is not clear whether that exemption applies to other sec- 
tions of the act, such as 305 which sets forth certain other requirements 
for reporting of receipts and expenditures. It is not indicated 
whether the exemption is lost by any variety of things which a witness 
might do, such as the publication of his testimony or his response 
to subsequent requests from the committee staff or members or even 
nonmembers of the committee for further information. 

There are some specific requirements in this law with which literal 
compliance is impossible, particularly the one in section 308 (a) that 
says that anyone subject to the act must include in his reports the 
names of any newspapers, periodicals, or other publications in which 
he has “caused to be published any article or editorial.” 

We think if there is adherence to the very sound view expressed by 
the Supreme Court that a lobby registration statute in order to keep 
within first amendment bounds must not extend beyond so-called direct 
lobbying, this will help in drafting the new law that avoids the defects 
and pitfalls of the present one. 
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We have noted at page 13 a recommendation in the minority report 
of the House Select Committee on Lobbying Activities of the 81st 
Congress—the Buchanan committee—which stated : 

We doubt whether the so-called indirect lobbying, which on the surface, at 
least is no more nor less than constitutionally protected freedom of speech 
should be regulated by Congress. We do feel that those individuals whose 
principal purpose is to attempt to persuade individual Members of Congress 
to follow a certain course of action might well be required to identify them- 
selves and their source of support. Whether any lobbying statute should go 


further than this is seriously open to question. 

That would seem, Mr. Chairman to possibly point the way toward a 
basic redirection and redefinition of the scope of this act such as we 
have suggested. 

American businessmen have an important community of interest 
in national policies which promote the healthy economic growth of 
the Nation. We feel, if anything, there is need for more rather than 
less activity and participation by businessmen in maintaining good 
government. 

The stimulation of this interest can only come from the leadership 
of America’s voluntary business associations. 

We have stressed the fact that America’s business associations are 
and must remain wholly voluntary asociations; no trade association 
or the chamber of commerce can require anyone to join it or to pay 
dues as a condition of entering or staying in business. We can't 
have any closed shop in America’s business associations. 

Well, since these organizations can exist only by virtue of volun- 
tary support it makes them peculiarly vulnerable to measures such 
as the current Regulation of Lobbying Act that can affect their 
functions or might discourage membership support and participation. 

Finally, in our concluding recommendation we suggest two con- 
considerations as of paramount importance in the revision of the law 
to regulate lobbying activities. 

First, the recognition that constitutional as well as practical con- 
siderations narrowly restrict the scope of any law designed to re- 
quire reporting of activities or expenditures in relation to efforts to 
influence legislation. 

And, second, that complex, technical recordkeeping and reporting 
requirements are needlessly burdensome and unfair when they are 
applied to persons whose advocacy of a viewpoint on legislation is 
open and free from corrupt or unethical conduct. 

This is especially true where such requirements are imposed under 
a criminal statute. 

We urge, therefore, that any law dealing with the dissemination 
or communication of views on national issues be directed toward 
and be confined to the elimination of practices which are inherently 
corrupt or so tainted with impropriety as to warrant criminal law 
restraints. 

At the same time, we urge that any such laws carefully avoid the 
imposition of sanctions or unnecessary burdens on the exercise of 
rights of free speech, assembly, and the press. 

The CHarmman. Thank you very much. 

Are there any questions. 

May I say in view of the time I would like to conclude the hear- 
ings now. If either of you gentlemen care to appear before the 
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committee when we reconvene on possibly the 10th of December, we 
will be very glad to hear you. 

It may be that after studying your statement the members of the 
committee or staff may wish to interrogate you. You are both here 
in Washington and will be available. With that understanding we 
will appreciate it very much. 

The committee will recess until the call of the Chair. 

(Present in the hearing room: Senators McClellan (the chairman) 
and Thye). 


(At 1:20 p. m., the committee recessed, subject to call of the Chair.) 








CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES 
AND LOBBYING 


TUESDAY, DECEMBER 11, 1956 


Untrep Strates SENATE, 
Specra, CommiItree To Investicate PouiricaL 
Acriviries, LopsyInc AND CAMPAIGN CONTRIBUTIONS, 
Washington, D. C. 

The special committee met at 10 a. m., pursuant to Senate Resolu- 
tion 219, 84th Congress, agreed to February 22, 1956, in room 357 of 
the Senate Office Building, Senator John L. McClellan (chairman) 
presiding. 

Present : Senators McClellan, Goldwater, and Thye. 

Also present : George Morris Fay, chief counsel ; John J. McGovern, 
associate counsel; Paul E. Kamerick, chief investigator; Abraham 
K. Weber, assistant counsel; John P. Burke, assistant counsel; and 
Vivien I. McConnell, chief clerk 

The CHarrMan. The committee will be in order. 

(Members of the committee present at the opening of the hearing 
were Senators McClellan and Goldwater.) 

The CuarrmMan. The Chair will make a brief statement. 

The Special Senate Committee To Investigate Political Activities, 
Lobbying, Campaign Contributions, and Related Subjects is today 
resuming public hearings. We have scheduled sessions of the com- 
mittee for 4 days, through Friday of this week. 

We shall receive testimony from a number of witnesses. Some 
25 or 30 will testify during this present series of hearings. These 
witnesses will be representatives of labor organizations, of business, 
of the press, of the executive branch of the Government, and of some 
independent political committees that functioned at the presidential 
and congressional levels during the recent election campaign. We 
also expect to hear a number of witnesses who are representatives of 
organizations with both domestic and foreign interests, which were 
active in connection with the recently enacted sugar bill. 

It is also likely that the committee will hear the testimony from 
1 or 2 witnesses in executive session. After so hearing the witnesses, 
the committee in its discretion will determine whether such testimony 
shall be made public and printed in the record and released to the 
press, or whether the witnesses shall be called to testify in public. 

We have already received testimony from the chairmen of the two 
major national committees and from the secretary of the Socialist 
Labor Party relative to contributions they received and expenditures 
they made during the recent national campaign. We expect to re- 
celve testimony from the chairmen of two additional national inde- 
pendent committees during the sessions this week. 
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I may also advise that questionnaires have gone out to several other 
independent committees that participated in the last election, and we 
expect to receive their replies and evaluate the information they 
contain. 

The staff has also prepared and dispatched financial questionnaires 
to all candidates for the United States Senate in the last election and 
to the chairmen of all committees which worked on behalf of these 
candidates. When these replies have been received, they will be 
assembled and evaluated by the staff before being presented to the 
full committee. It is anticipated and expected that this information 
will be of value and assistance to the members of the committee in 
reaching proper conclusions and making constructive recommenda- 
tions. 

The Chair may also advise that it will appear to be obvious at times 
that we are calling witnesses out of order. In other words, the se- 

uence of a subject and testimony may be interrupted. We are doing 
that, I may say, for the convenience of the witnesses. Where circum- 
stances warrant it, the committee has deferred to the commitments 
of witnesses and arranged to hear them on days that ordinarily we 
would be hearing other testimony. But I feel that is warranted 
where witnesses are cooperating and being constructive in their 
assistance and their testimony to the committee. I feel it is only 
right that the committee, insofar as it can, should consider their con- 
venience and other commitments that they have. So while it is not 
the proper and best arrangement, I feel under the circumstances at 
times that should be done. 

Senator Goldwater, do you have any comments ? 

Senator Gotpwater. No, I have not. 

The CHatrman. Mr. Attorney, will you call your first witness. 

Mr. Fay. Mr. Philip L. Graham. 

The Cuarmman. Mr. Graham, will you come around, please? 

Do you solemnly swear that the evidence you shall give before this 
Senate special committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Granam. I do. 

The CuarrMan. Please be seated. 


TESTIMONY OF PHILIP L. GRAHAM, PUBLISHER OF THE WASH- 
INGTON POST AND TIMES HERALD, WASHINGTON, D. C. 


The Cuarrman. Mr. Graham, state your name, your place of resi- 
dence, and your business or occupation. 

Mr. Grauam. My name is Philip L. Graham, and I am a resident 
of the District of Columbia. My occupation is publisher of the Wash- 
ington Post and Times Herald. 

The Cuatrman. Thank you very much. You have appeared here 
at the request of the committee ? 

Mr. Granam. Yes, sir. 

The CuamrMan. Do you have a prepared statement Mr. Graham ? 

Mr. Granam. NoI donot, Senator. 

The Cuairman. Of course, you know the rules of the committee 
permit witnesses if they desire to have counsel of their own choice 
present when you testify. I assume that you waive counsel, and I 
see none present. 
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Mr. Granam. I feel no need of one, thank you. 

The Cuamman. Thank you very much. And the Chair wishes to 
especially welcome you and express appreciation for your presence 
and I may have more to say about that a little later. 

All right Mr. Counsel, you may proceed. 

Mr. Fay. Mr. Graham, will you just, for the record, state your 
period of association with the Washington Post and Times Herald, sir. 

Mr. Granam. I have been with the newspaper since the beginning 
of 1946, and I have been the publisher of it ce the past 10 years. 

Mr. Fay. Directing your attention particularly to a story that ap 
peared in your paper this past spring in connection with the financing 
of the national campaigns, would you inform the committee on the 
details of that particular method that you suggested last spring? 

The Cuamman. May the Chair interrupt? Do we have a copy 
of the article to which counsel refers ¢ 

Mr. Fay. Not right here in the file, but we do have it in the office, 
sir, and we could make it available to you for the record if that is 
what you wish. 

The Cuarrman. I think it might be well to place it in the record 
at this point, since some of the testimony is going to be predicated upon 
that article. I think it may be placed in the record at this point. 

Mr. Fay. This is the speech which Mr. Graham made on June 1, 
1955, entitled, “The High Cost of Politics,” which embodies the article 
that thereafter appeared in the Washington Post and Times Herald. 

The CuarrmMan. Then, instead of the article as appearing in the 
Post, if this is a correct copy of the speech, I will have the witness iden- 
tify it and it may be printed in the record as exhibit 1 in the appendix 
of the record, to the witness’s testimony. 

Will you identify this as a copy of your speech, Mr. Graham? 

Mr. Granam. Yes, sir. 

The Cuarrman. Then it may be made a part of the record as ex- 
hibit 1 and printed at the conclusion of Mr. Graham’s testimony. We 
do that so that we will have in the record the basis of your testimony. 

Mr. Fay. If you will, Mr. Graham, then just dgscribe in broad 
detail what that suggestion was that you had. 

Mr. Granam. Well, this suggestion was a plan to help in the 
financing of political campaigns that was developed by several people. 
Several of them were officers of the Advertising Council. We dis 
cussed the matter with the chairmen of both national committees, and 
with leaders of both parties on the Hill, and downtown. 

_I would like to say at the outset that this financing plan was pos- 
sible only because of the existence in this country of the Advertising 
Council. No other country in the world has such a voluntary organ- 
ation. The Advertising Council has every year at its disposal 
through the contributions of American business something on the 
order of $100 million of free advertising to be used in noncontroversial 
public service causes, For something like 14 years it has contributed 
that advertising to such causes as savings bonds, CARE packages, 
the Red Cross, preventing forest fires, and so on. 

The Cuamman. Are you a member of that organization? 

Mr.Granam. Yes, sir; I am a member of the eal of directors of it. 
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The Cuarrman. You have for a number of years made a study and 
been a close observer of political activities, particularly with respect 
to methods of financing campaigns? 

Mr. Grauam. Iam asemienlightened amateur I would say, Senator. 
I grew up in a political family, and the newspaper business also is 
related to observing public affairs and politics. All of my life I have 
on interested in public affairs and politics, so I have some knowledge 
of it. 

The Cuarrman. I would assume then, that in the course of that time 
you have written or contributed to a good many articles on the subject ; 
rave you not? ; 

Mr. Granam. No.sir. Imean,not under mysignature. I may have 
written some editorials from time to time, but I am essentially a pub- 
lisher rather than a writer. 

The Cuarrman. At least you have maintained a keen interest in the 
subject for a number of years. 

Mr. Granam. I have, sir. 

The CuatrMan. I just wanted to get that in the record. 

Mr. Granam. Yes, sir; that is right. 

Essentially, this plan was very simple, and essentially it was an 
advertising plan rather than a fund-raising plan. What we suggested 
was that the Advertising Council would offer its facilities and support 
to some organized bipartisan or nonpartisan national committee and 
would offer to work with them to publish public-service advertising 
urging people to contribute to political campaigns, pointing out the 
value of citizen participation in public affairs, and that there was no 
participation so marked and so proven as giving one’s dollar. 

Then we intended to leave the actual mechanics of fund raising and 
collecting funds up to the parties and up to the candidates, knowing 
that in a vast continent like this, with very different local conditions, 
no one in Washington or New York can devise a perfect scheme that 
would fit every district and every county and every different State. 

That in essence was the plan. We believed that we could have had 
behind this plan something like $10 million of free advertising on 
billboards, car cards, newspaper advertisements, and radio and tele- 
vision, and all of the vast media of American advertising. We 
believed it would have two effects: (1) We thought that it would 
practically help the committees and the various candidates raise their 
necessary political expense money more easily; (2) we believed that it 
would have an enormous and important side effect in raising the 
general prestige of politics in American life, by repeating again and 
again the essentiality of good men in public affairs, and of citizen 
support and participation for men running for public office. 

The Cuarrman. May I interrupt there, and I will not interrupt if 
you don’t wish me to. 

Mr. Granam. I have finished, Mr. Chairman. 

The Cuarmrman. My thought was that it would also be a campaign 
to help get out the vote and it would be educational in the sense of 
trying to instill into the public a sense of obligation to participate in 
politics and to participate by making reasonable contributions toward 
campaigns. 

Mr. Granam. Yes, sir, I might say that the Advertising Council 
already has for the last three national elections carried out a very big 
register-and-vote campaign, and that this was looked at not as a sepa- 
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rate campaign but merely an addition to that. That is, we have been 
urging citizens to vote, and to be informed about what they are voting 
on, and this was just a further step of saying to be a good citizen one 
should not only vote but if one can financially, one should make some 
contribution in the form of volunteer effort or in the form of dollars 
to the candidates. 

The CHamman. Now, would your idea preclude candidates and 
their representatives or their committees from raising independent 
funds? 

Mr. Granam. In no way at all, sir; no. It merely would have set 
a general climate. To put it specifically, what we had hoped to do 
was about April of 1956, sometime well before the conventions, we 
had hoped to have about a month of intensive advertising, merely say- 
ing to support the candidate or the party of your choice by making a 
political contribution. It was our thought that if the national com- 
mittees of the various parties would organize and take advantage of 
this, they would be prepared to launch in the various cities fund rais- 
ing campaigns that would go on at that time, just as the Red Cross or 
the Community chest does, 

But the Advertising Council would have had nothing to do with 
the collections or the actual appeals for specific contributions and 
merely would have done the general advertising in support of it. 

The Cuarrman. How al the general advertising of the council 
be financed? Would you expect the national committees to make 
contributions or pay for the advertising! 

Mr. GraHam. No, sir. The Advertising Council has this pool of 
free ads that have been given ever since World War II by newspapers 
and by radio and television stations and billboard plants, and then 
more importantly by all American business. All of the bigger ad- 
vertisers give a certain amount of their advertising space or time to 
the Advertising Council to allocate to good causes. So that the ad- 
vertising was there, and it was free, and it was available, and there 
was no problem of getting it. It was there and it was just a question 
of getting some national committee organized to ask for it. 

The Cuairman. So it would actually involve no additional political 
expense to the candidates? 

Mr. Granam,. No, sir. 

The Cuarrman. Or to the parties? 

Mr. Granam. No, sir. 

The CHarrman. Now, Mr. Graham, what suggestions have you or 
recommendations, to make to the committee with respect to legislation 
that might be needed to implement the plan. 

Mr. Grauam. Well, without posing as an encyclopedic authority, 
I will just make a couple of comments if I may, sir, to that. 

First, having spent about a year unsuccessfully trying to get this 
idea launched, I believe I learned something in that year. One is 
I think it would be helpful psychologically if some tax deductibility 
was provided for political contributions. If man was a completely 
logical animal, I don’t suppose it should matter because he ought to 
be able to figure out what the tax impact is and cut his gift for a non- 
deductible gift down in amount. But we have had all of these char- 
itable organizations pushing for so long the advantages of tax deduc- 
tibility that when one goes out to raise nondeductible money, as I am 
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sure all of you know personally, it is psychologicaly a little harder. 
So I thought our feeling was that a small deductibility, $100 per 
individual, which is what the Minnesota State law provides for, would 
be a helpful thing psychologically. That was one piece of legislation 
that I came to believe ooald be helpful to get wider citizen support in 
financing campaigns. 

The Cuarrman. As I understand you then, you favor legislation 
to exempt from taxation or make deductible a $100 contribution ? 

Mr. Granam. Yes, sir. 

: GA gun Anything above that contribution would not be de- 
ductible. 

Mr. Granam. It would be $200 for a married couple with a joint 
return or $100 for a single reporting taxpayer. 

The Cuatrman. Let me ask you in that connection, what limit 
would you suggest to campaign contributions? We have a limit 
now of $5,000 1 believe, for each person. I believe that is a limit 
to each candidate. 

Mr. Granam. Or committee, I believe, sir. Senator, I confess I 
am rather dubious about, and I am uninterested in limitations of that 
sort, because I think there are always enough agile lawyers around to 
figure out evasions. 

The Cuamman. What is that? 

Mr. Granam. Agile lawyers to figure out loopholes and evasions, 
and so on, and I do not think it is a bad thing for a man to make a sub- 
stantial contribution to polities. 

A man can make a large contribution to support the Kinsey report 
on sex, and that is considered all right and tax deductible, and I don’t 
see anything wrong with a man making a large political contribution 
if he can afford it. 

The Cuatrman. Wouldn’t you think it would be just as constructive 
and worthy to fix the campaign contributions equal to those that 
are permitted to be made to the Kinsey Foundation ? 

Mr. Granam. I don’t know about that specific project, but I think 
it is a worthy thing to do with one’s money, to give to political cam- 
Pew If a fellow is exceptionally wealthy and wants to give a 
ot, I don’t think it is a great thing to stop him. If we can publicize 
it, people will be on notice that if they think one rich man shouldn't 
give so much, they can know about the situation publicly and they can 
act the way they want to. 

The CuHamman. We have this problem now. I am not passing 
judgment on it, but it has been, as you know, criticized from different 
sources, this present limitation of $5,000. Those who are quite 
wealthy in some instances not only give $5,000 in their own name, but 
maybe in the name of other members of their family. Sometimes 
it has been said, I don’t state this as a fact—I think it might be veri- 
fied—even in the name of minor children who are not yet eligible to 
vote. 

If that is being done, the question is whether it is within the law, 
and if it is within the law whether the law should be changed to try 
to reach that condition and correct it. If it is improper or regarded 
as needing correction, I am not sure what legislation we can pass. 
As you say, I am not yet convinced, and I may become convinced, and 
T have an open mind on this subject, that if one is able to make a 
substantial contribution and wants to contribute, unless we assume 
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that every man who has substantial wealth is not interested in good 
government and he only contributes for selfish motives and not in 
the public interest—unless we assume that, I don’t know whether 
they should be barred from contributing. 

But as the law is now, the spirit of it, 1t seems to me, is being violated. 
When the limit is $5,000, and the person gives $5,000 in his own name 
and then maybe uses other names or members of his anit or relatives 
or someone else to make a contribution in their name, the total con- 
tribution may run far in excess of the $5,000 and it all comes from 
the same source or the same individual. 

Mr. Granam. I think one of the most valuable things that this 
committee could recommend would be to get rid of some of these 
impractical limitations that make candidates and their finance man- 
agers sort of political hypocrites in a lot of instances. We all know 
that these limitations are unrealistic in many big districts and many 
big states. So we convince one of our citizens he is being a good 
fellow to run for the Senate and the Congress or President, and 
immediately he has to sort of go against at least what you call the 
spirit of the law. 

It hardly seems to me the best introduction for a lawmaker or a 
law enforcer. I would think that the more of these limitations we 
can take off and the more we could rely on the spotlight of publicity 
the better we would be rather than hunting around for whether a 
fellow’s 8-year old child is really for candidate X or candidate Y 
or did his wife give or did he just pass some money to his wife. I 
don't think you can ever enforce that sort of thing. 

The CuHarrman. We have the same sort of situation of course, with 
respect to the national committees. There is a limitation, I believe, 
of $3 million presently. But still they get around that very well by 
establishing other committees or they are created and they have a 
comparable limit, as I understand under the law. So the $3 million 
limitation to the major parties, the national committees, is actually no 
limitation at all. That is the practical affect. 

Mr. Granam. The more we can do to explain the true cost of polit- 
ical campaigning and remove the idea that there is something bad 
about it, the better. Now, there was a fellow who ran for mayor in 
Chicago in 1955, and I don’t suppose he had been in politics very 
much because he issued a complete statement of what he had spent, 
and it was five hundred and some-odd thousand dollars. This shocked 
everybody who doesn’t know about politics, but I don’t think any 
of us who has ever been near a campaign would think you could run 
for mayor of a city of that size a lot cheaper, if you take into account 
all of the precincts and the wards and the television and newspapers 
and the speeches and things you have to do. 

I think the more we can get across to people the fact that these 
campaigns may cost, as Professor Heard down at North Carolina has 
estimated, $100 million a year, the better. I don’t see what is so bad 
about that. That is less than a dollar apiece for our population. 
hat is to have free elections and working democracies. I think we 
have kidded a lot of people that somehow it is done without effort 
and without campaigning or speechmaking, and we all know who are 
close to politics that that isn’t true. 
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Senator Gotpwater. Getting back to your original suggestion in- 
volving the American Advertising Council, why did you not go ahead 
with that plan ¢ 

Mr. Grauam. Well, I could be boringly long, but I will try to be 
boringly brief, Senator, incapsule form. _ HOM 

The word “politics” as you are familiar with it, frightens some 
business people still, po ver mipomey Business eee are willing 
to eons the Red Cross, or CARE packages, begin to get. alarm 
signals when you talk about getting into helpful political activity, even 
though this was nonpartisan, and bipartisan, and so on. So to get 
everyone’s agreement on the contributing end, and these were people 
we were asking to give $10 million worth of advertising, and not just 
pennies, and to put their whole good institution into this, to get their 
support we had to assure them that there would be a high level bipar- 
tisan committee of such prestige that nobody in the country would 
question this activity. 

We tried originally to ask President Hoover and ask President Tru- 
man to head this up, as honorary chairmen. Those things, as in all 
life, take a lot of time, and both national chairmen were working to get 
that done, and it turned out that the two gentlemen together could not 
do it for personal reasons and what I wouldn’t elaborate on here. 

Then we went searching for some other prestige people, and we 
found again that people were skeptical about the plan, or were busy, 
and the montlis went by, and it just. kind of collapsed of the difficulty 
of negotiating out that kind of a high level committee. 

I think we didn’t start early enough, sir, and I believe that in 1960 
if we start a year and a half ahead of time, something like this can be 
done, if interest is shown in it by people in public office. 

Senator Gotpwater. Do you plan to pursue this? 

Mr. Granam. I would hope to, yes. 

Senator Gotpwater. I think it is a very good idea, and I think that 
you should keep after it. I have often wondered why it fell down, 
and Iam glad to find out the reason. 

Now, Mr. Graham, you know, and I know, as the chairman has 
expressed, the spirit of the law in campaign funds is violated in every 
campaign. One of the ways it is violated has been touched on by the 
chairman, and that is the formation of numerous committees, and all 
of these committees coming under the law, and therefore in the eyes of 
the ee are legal. 

Would you be in favor of a candidate having to endorse each such 
committee ? 

Mr. Granam. Well, Senator, it is very hard to get an accurate report 
on total expenditures without such an authorization provision. 

But you do run into, I think, a sort of a first amendment, free speech, 
problem there of, “What if I want to be for you and you don’t want 
me to be for you, but despite your wishes, I feel a great need to go 
out and make speeches for you or spend my money for you.” 

I think you can argue that to prohibit that might violate the first 
amendment of the Constitution. I think that insofar as you can rec- 
oncile those two principles there should be a requirement that each 
candidate has to authorize money-spending committees and the sug- 
gestion has been made that you couple that with one that where a fellow 
insists on spending his money without your authorization, he must 
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in his ad state “Done without the authority of Senator Goldwater,” 
and file a report sopnete on what he spends. 

I think that publicly labeling it as not authorized by the candidate 
would have the helpful effect of publicity because if it was an obvious 
escape act, and if it was a man’s wife spending money saying, “Not 
authorized by my husband,” I think the voters would be skeptical. If 
it was some organization that the fellow didn’t want behind him, I 
think that the people would believe it and would not penalize him be- 
cause that organization was going on pursuing their first amendment 
rights. 

That might be the best way to reconcile the two things. 

Senator Gotpwater. I appreciate the thought of infringment on 
the rights of the first amendment. However, I don’t think that you 
can be stopped from endorsing a candidate, if the candidate did or did 
not give his approval. The thought behind that question is not en- 
tirely related to the problem of funds. It would be related to public 
statements by such committees. The responsibility of a candidate for 
those statements would be involved, whether he wanted to associate 
himself with that committee or not. 

Now, I have another question that ties into that, that I think we 
can probably find in its answer a way to control these so-called 
committees. 

Would you be in favor of a per capita amount for campaigns? 
Let me put it this way: Here we have the same amount allowed for a 
sentatorial campiagn in the State of New York as we have in the 
State of Nevada. In Nevada they just got over 100,000 voters this 
year for the first time. That is ridiculous on the face of it. Suppose 
we said 10 cents, or 20 cents a voter. There we would find at 20 cents, 
you would find a fairly reasonable amount to run for the Senate in a 
State like Nevada, with its small population, and we have a fund of 
some $20,000. In New York, then, you probably would pick up $1 
million, which I don’t believe is enough, but it certainly could be 
enough if each candidate were confined to that. 

Would you be in favor of something like that? 

Mr. Granam. I think any limitation ought to be based on voting. 
per capita voting in the last election. My doubt about all limitations 
is that I think they are always made too low. The Hennings bill, I 
think, had a per capita limitation which seemed to me to be utterly 
pe aeaaare in New York State. The so-called Johnson-Knowland 
bill had, I believe, a per capita limitation that was higher than the 
Hennings bill, but I still thought it was pretty low. It may be that 
my basic philosophy is wrong in that if you limit senatorial candidates 
in New York to $1 million you can effectively limit them and that will 
somehow lead to purer politics and nicer campaigning. I just doubt 
it. I think it is better to get rid of that idea and say spending money 
for running for office is a good thing, and if a fellow wildly over- 
spends, the people will punish him, rather than the law, and we will 
just make him publicize what he spends. But that may be too naive, 
though I don’t believe so. I think it is a better way than higher 
limitations which will again be broken as the population mushrooms 
and the standard of living goes up. 

Senator Gorpwarer. I have asked those questions of each person 
who has come here, not with the idea that I would be committed to 
such a proposal but if we are going to, either by force of the opinion 

84131—57 22 
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of the Congress or the force of the opinion of the people, try to regu- 
late this thing by law, then we have to have some practical approach 
to it. 

Mr. Granam. Yes, sir. 

Senator GoLpwaTeR. My own personal feeling is pretty much in 
agreement with yours, that we are in the field of morality here, and 
it is pretty hard to regulate that by law. 

I think, going back to your original idea of the American Adver- 
tising Council, they could conduct in this campaign a type of ap- 
proach that would take the stigma away from politics, or a lot of 
the stigma away from politics. 

This unfortunate incident of Senator Case is believed to be com- 
monplace by the American people. The statements by Dr. Heard 
to the effect that some $160 million or $170 million is spent on elec- 
tions each year leaves in the people’s minds the idea that we spend 
that on presidential elections alone, or on senatorial elections, when 
it goes down clear to the county offices. In advertising, I think that 
you could do the country a great service by pointing that out. I think 
editorially, the editorial writers of the country could look at the 
cleanness of politics rather than the dirt. There is not a lot of dirt 
in American politics, I have found. There is dirt, just like there is 
dirt in your business and my business, but we are not going to correct 
that by law, and I think we are going to correct it by exposing it to 
the public and letting the public decide. 

That is all. 

The CuarrmaAn. At this point I will ask another question or two 
and then I will defer to counsel. This is in line with what we have 
been speaking of, the limits of contributions. 

We had testimony from one source particularly recommending a 
limit of individual contributions to $20 in each campaign year, on 
the theory that the individual could give $5 to presidential campaigns, 
and he could give $5 to the senatorial campaign, and $5 to a congres- 
sional campaign, and then $5 to any other local campaign he desired 
to give to, but he could not give more than $20 in any campaign year, 
or in any year to any political cause or campaign. at do you 
think of that idea ? 

Mr. GraHam. I think proposals of that kind, Senator, stem from 
rather complete misunderstanding of the importance of full and free 
debate by political candidates. If we take Professor Heard’s esti- 
mate, which is the highest one I believe any student has made, that 
all campaigns through the 3,000 counties and down to justices of the 

ace and so on cost S140 million or $120 million or $160 million, that 
is less than a dollar a person in a country this size. I think that is 
a pretty small cost when you are discussing things like who is going 
to run the atomic bomb, and the hydrogen bomb, and who is going 
to make war or peace that will keep humanity going, or end humanity. 

The CHairMAn. Including who is going to clean out the courthouse 
gang. 
Mr. GraHam. Which ultimately has everything to do with who runs 
the Atomic Energy Commission, as we all know. 

I think that the contrary idea that you should stop political con- 
tributions comes from a misunderstanding of the necessity of the full 
and free debating by political candidates. As a practical matter, you 
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cannot raise that much money by $5 limitations. The cost of the 
small fund contributions is inordinately high, and we know, whether 
that is the Community Chest, or church funds, or political funds, 
or anything, you must have some larger contributions, and in a country 
where the middle class is so large and there are many — who can 
afford much more than $20 a year, I think it would be self-defeating 
and antidemocratic to put in such a scheme. 

The Cuarrman. We have such a recommendation before the com- 
mittee, and I wanted to get your comments on it. 

Mr. Granam. Yes, sir. 

The Cuarrman. Will you proceed? I thought that I would get that 
in at this point while we were discussing limitations. 

Mr. Fay. Mr. Graham, you had suggested earlier in response to the 
chairman’s question that you had at least two points from a legislative 
standpoint that you thought would be of significance for considera- 
tion of the committee. You did comment on the one. What was 
the other one that you had in mind? 

Mr. Granam. There are two others. One of these is specific and 
one is only saying, “Solve the whole problem,” and I will come to the 
“solve the whole problem” first, and inadequately, and that is that 
I think this whole Corrupt Practices Act business ought to be over- 
hauled to take off the unrealistic limitations, and end the hypocrisy 
of those limitations and to make a scheme that people can honestly 
live within the spirit of. 

The final one, or my final legislative idea, which is very specific, 
and has been recommended by almost everybody familiar with it, 
is to do something about section 315 of the Federal Communications 
Act. That section, as you know, is now interpreted by the Communi- 
cations Commission to mean that if a network gives 15 minutes of 
free time to the presidential candidates of the two big parties, then 
we must let 8 or 10 other people who may get as many as 30 or 40 
votes get 15 minutes of free time too. The practical effect of this 
is that the networks do not give free time to candidates in races where 
there are minor and splinter parties. I think that that should be 
amended to allow networks and stations, and this doesn’t apply just to 
networks, but to individual stations, to give all of the free time they 
want to the major candidates and to have some provision in about a 
petition or the number of a you would have to have on a petition 
to ee as a third or fourth party candidate. If you have a La 
Follette or Henry Wallace or a Strom Thurmond, or some fellow who 
has really got consequential support, I think that he ought to be able 
to get free time too, but if he is just a fellow with possibility of 
30,000 votes, I think that he ought not. 

I believe you can do that by petitions in presidential, senatorial, 
and congressional races, and so on. 

The Cuarrman. Where it applied to a party, it would be predicated 
upon the votes received in the last election, percentagewise, I think. 

Mr. Granam. I think that you might not want to do that because 
you take La Follette who did not get any in the 1920 election, but he 
got quite a sizable vote in 1924. I believe if you would couple it 
with the last campaign, as a party, plus petitions for a new party, 
or a new candidate, it would be a good idea. 
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The CHatrman. I was speaking of the splinter party that ran 2 
years before, and did not get as much as 10 percent of the national 
vote. It could be 5 percent or some other stated amount in the law, 
Then it would not be. entitled to the time in the next election. 

Where you have a new party, and it developed suddenly some- 
times—as you know, La Follette had a national convention—in that 
nee we could provide something by petition to establish the 
right. 

{r. Granam. I think the importance of changing section 315 is 
a very practical one. I believe it costs a presidential candidate 
about $100,000 or more for a half hour on television and it will un- 
doubtedly cost much more than that as new stations are built and 
the country grows. 

There are many times, and the Suez crisis was one of them in this 
campaign, when the legitimate news interest of an announcement by 
a President or an opposing presidential candidate was something 
that the stations wanted to run. But, as you know I think, even on 
the Suez thing we had to allow the splinter parties to come in and 
give us their word. 

I listened to the Socialist Workers’ candidate, or some such can- 
didate one evening about the meaning of Hungary and the Suez. 
That all means, in practical effect, that the stations and the networks 
are not allowed to give as much free time as they would like to, in 
my opinion. 

The CHarrman. Unless there is some regulation about it during a 
campaign, all of the time of radio stations and television stations is 
going to be taken up in free time by people demanding the free time. 

Mr. Granam. What happens is probably worse in many cases in 
that there is no free time. 

Mr. Fay. Right on that point, Mr. Graham, you are president of 
a talovamen station as well as president of the Washington Post, are 

ou not! 

Fi Mr. Granam. Well, I am president of the Washington Post Co. 
which owns two television stations, yes. 

Mr. Fay. And what stations are they ? 

Mr. Granam. Stations WTOP radio and television in Washington 
and stations WMBR television and radio in Jacksonville, Fla. 

Mr. Fay. So on that particular problem, you had personal contact 
with the ramifications of it during the past campaign ¢ 

Mr. Grauam. Yes, Mr. Fay, and long before the campaign we set 
up specific policy rules which we followed in both stations. I would 
be glad to submit the policy statement later. I do not have it with 
me. But we gave a good deal of free time on both our stations after 
the primaries. Before the primaries there was such a proliferation 
of candidates that it was impracticable to get enough free time. But 
after that we had an organized policy of giving free time to what 
we thought was legitimate news interest in both communities. 

Mr. Fay. It would be helpful if we could have that statement. 

Mr. Granam. All right. 

Mr. Fay. Going back to one point that has been touched on, that 
was the statement that you made that the $3 million limitation in 
presidential campaigns was unrealistic. I do not know exactly what 
word you applied to it, but I think that that is a part of it. 
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If there has to be a limitation or if the Congress feels that any 
amendments to the legislation should require the retention of some 
limitation, have you any idea particularly, in view of your statement 
as you said they have always been too low even when they were set 
with some consideration and reasonable scrutiny? Have you given 
any thought as to what you might feel would be within the realm of 
reason if there has to be a retention of a limitation ¢ 

Mr. Granam. If there has to be a limitation and if the new legis- 
lation is intended to end the numerous side committees of volunteers 
and citizens and so on, if you are going to end that I would think that 
for the national committee you would be up around $30 million or 
something of that sort. 

If you intend to allow the old procedures of independents for that, 
and citizens for that, to veuatoaa. E do not think it matters. You could 
make it one-half million dollars and they will just proliferate the 
committees. 

I would be for an enormously high limitation if you are going 
to have it because I think as the electorate grows, the cost of talking 
to those people is going to grow. I think the cost is very cheap per 
— you talk to and I am sure it costs President Eisenhower 
ess to run per vote, than it did President Jefferson. Feeding those 
horses on the stage coach was probably more expensive per man than 
buying time on a network. 

But our population is mushrooming and it is going to get more and 
more expensive and I think the limitations ought to be extremely high, 
if there has to be any. 

Mr. Fay. I think then, there is reason to the suggestion that by 
even designating a limitation such as you suggest, and with which 
I would not for one moment quarrel as being in the slightest degree 
high, but rather emphasize the point that the taking off of limitations, 
at least for a trial period of say the next 4 years in order that we go 
through one congressional election and one presidential election, the 
Congress as well as the public might well be able to learn something 
that more reasonable legislation could be predicated on afterward, 
than they can with a limitation that is merely evaded by all com- 
mittees and individuals willingly and knowingly. 

Does that appear reasonable ? 

Mr. Granam. Yes,sir. Itdoes to me. 

Mr. Fay. Now, getting back once more to another point that you 
have touched on. That is this plan that was sabanitted to the Amer- 
ican Advertising Council. I recall that the Gallup poll took a review 
of the public thinking on that particular plan and indicated what 
they felt might be a response to the plan. Were you closely familiar 
with the results of that operation of the Gallup poll, Mr. Graham? 

Mr. Granam. There was a Gallup poll in which 16 million families 
said they would give $5 or more, if asked by one of the parties, to 
political campaign expenditures. Five times sixteen equals $80 million 
and I used that figure as one indication of how much the general public 
would be willing to give in my speech. . 

Mr. Fay. The mere fact that they found in a cross section of the 
population that number that might be willing to support this political 
program is in and of itself reasonable in that, in view of the Minnesota 
program—and I assume you are aware of the Minnesota program and 
the results that they achieved there—they actually found that some 
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contributors were willing to give as much as $100 to that particular 
solicitation that was made there. 

Mr. Granam. I think we must point out that the Gallup poll was 
taken before there was any discussion of the desirability of citizen 
participation in contributions and with no program carried out to 
urge people to do it. 

It was taken before there was any public discussion of this matter 
at all. I would think it represents a kind of low in your potential. 
It was something like less than 30 percent of the families, I believe, 
who indicated a willingness, and I am sure you can do much better 
than that. We have learned that in community-welfare drives and 
smiliar public campaign drives in the United States. 

The Cuairman. If the candidate has to pay for that solicitation it 
is quite expensive. 

Mr. Granam. It is unbearably expensive unless there is something 

back of it like this advertising campaign to make it easier. 

The Carman. So you might get the contributions and not have 
very much net left to actually promote the campaign. 

Mr. Granam. Some of the small dollar things have even been losers 
because the administrative cost is more than the nickles and dimes that 
you get per contributor ; 

Mr. Fay. Now, with that plan—and I am assuming for a moment 
that $80 million might be raised with such a plan or a greater amount 
—did your program outline how the distribution would be made, Mr. 
Graham, to the parties or to the candidates? 

Mr. GraHam. No; Mr. Fay. Of necessity, it seemed to us that the 
advertising council, which has a public character rather similar to the 


Red Cross, had to stay away from handling money or from laying 
down orders about the money. It merely had to say to the two 
national parties and other candidates, “What ze are doing is a work 


of greater importance, running for political office. It is as important 
as preventing forest fires or helping the Community Chest or any- 
thing else. As a public service we are willing to give free advertising 
to generally urge people that as part of good citizenship they ought 
to, if they can afford to, make a political contribution.” 

As to what happens. from then on, it is up to the imagination and 
enterprise of Mr. Hall and Mr. Butler or whoever the various State 
chairmen may be. I think you would have to leave it that way, in my 

opinion. I do not think this is a country in which you can have per- 
fect plans. It is too big and too difficult. It is like the limitation on 
speed that we had in World War II. It was very good in Pennsy!- 
vania, but not so good down where Senator Goldwater comes from, 
because the houses are further apart down there. 

What we are trying to do is recognize the diversity of conditions 
and say, “We will do the information work and tell everybody in the 
country that this is what they ought todo, In Des Moines, lowa, you 
may want to do it one way and in Seattle you may want to do it an- 
other. The Democrats may want to organize one way and the Re- 
publicans the other. By experimentation we will find out how this 
will best work.” 

Mr. Fay. I appreciate that explanation of it, because there has 
been the suggestion that, as far as that Minnesota plan was concerned, 
there would be a foundation in effect that would collect the funds that 
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were contributed and, therefore, they would have the problem of 
distribution. 

Mr. Granam. Yes, sir. 

Mr. Fay. I take it that your idea would be that your advertising 
council would merely suggest everybody contribute to their own par- 
ticular party, whichever it might be, either anonymously or by: letter 
and declaring their names, or by a personal appearance or by a contact 
with the party when they solicited at the house. 

Mr. Granam. What we hoped would happen was what did happen 
inasmall way by the little public discussion, that various people would 
be set off to try different experiments. Mr. Allen’s experiment in 
Minnesota, on a nonpartisan basis, was one. There were several local 
campaigns, I believe, by Republicans and Democrats, to collect small 
amounts of money by door-to-door canvassing for individual can 
didates. Some were partisan and some were nonpartisan. 

We just think that you will have to have a lot of different experi- 
ments, and someday we will get a general pattern like the Red Cross 
or the Community Chest or something. 

Mr. Fay. Lappreciate those observations. 

Coming to the question of reports that are filed by the committees 
and the candidates, you are familiar generally with the reporting 
system required by law that is presently functioning with the Clerk 
of the House and the Secretary of the Senate ¢ 

Mr. Granam. [ am, very generally. 

Mr. Fay. You know that these exist ? 

Mr. Grauam. Very broadly. 

Mr. Fay. Those reports, of course, are within the limitations pres 
ently prescribed as far as the national candidates are concerned, or 
the senatorial and congressional candidates. 

I am wondering whether or not you have any knowledge as to the 
usability, if I might use that term, of those reports as far as the press 
is concerned. 

Mr. Granam. Well, I think that they are used, and they are re- 
ported in the press, and I think that they are, unfortunately, somewhat 
inherently susceptible to misrepresentation because of the unrealistic 
general framework of the present Corrupt Practices Act, or what- 
ever act it is that requires those reports. ‘The press does report them, 
but since they are, in my belief, fragmentary reports they may mislead 
the public rather than help them. 

Mr. Fay. Of course, at the present time the administration of the 
act is vested in the Secretary of the Senate and the Clerk of the House. 
There have been suggestions made that an administrative unit might 
well be set up independent of the Secretary of the Senate or the 
Clerk of the House in some other agency, whether it be in the legis- 
lative branch or in the e xecutive branch. 

It might, in effect, supervise the requirements of the act and en- 
force the requirements of filing and recommendations and penalties 
that might be assessed by those who failed to comply. Are you 
familiar with that proceeding presently ? 

Mr. Granam. I am generally familiar with the present situation, 
and IT have heard these various suggestions. It would seem to me that 
if we are going to rely, as I would prefer, on reporting rather than on 
limitations, it would be a valuable thing for the House and the Senate 
to have an enforcement agency. 
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In other words, if we say we do not care if Mr. “X” gives $100,000 
as long as he admits it, I would think it would be valuable to have 
a reporting agency to see that he did not use dummies and minor 
children and unknown. or dead people to list it in their names. 

It has been suggested to me by some Members of the Congress that 
the General Accounting Office would be a logical place or could be 
instrumental in putting those enforcement procedures in. It is a 
creature of the legislative branch, and yet has semi-independent 
status and generally high respect in the public and governmental 
circles. I am not expert in that. 

The Cruarman. You will agree with the Chair that it should be 
in an agency, if an agency is established, of the legislative branch 
rather than the executive branch ? 

Mr. Granam. I do, sir; yes. 

Senator Goitpwarrr. Mr. Graham, in connection with reporting, 
what is your feeling on requiring the reporting of primary expenses? 

Mr. Granam. Senator, I believe that, perfectly, primaries should 
be treated just as general elections, but I stress the use of the word 
“perfectly” in my sentence. I believe the practical thing to do would 
be to go ahead with other than primary legislation and to see how it 
works, and perhaps when it is demonstrated that this is good legisla- 
tion and legisiation that improves the climate of political opinion, 
some of the nervousness about primaries would disappear. 

There is a great historical background to the feeling that primaries 
are the concern of the States and not of this town. I am afraid that 
efforts to be perfectionists about primaries now will merely result in 
there being no improvement in the present legislation. 

I think that the Johnson-Knowland bill had at least in one draft, 
and I do not know if it was in the final draft, a sensible provision 
which was for the filing, I believe, with the Clerk of the Senate and 
the House, of primary expenses. 

But there was no enforcement control or anything. It just caused 
them to be filed here in Washington so that there could be reporting 
of them by the press and so on. 

Senator Goitpwater. You would favor not introducing that part 
of it into any legislation during this Congress, but you do feel that 
in the long run any long-range thinking or reaching a perfect plan 
would have to encompass primary reporting ? 

Mr. GranAm. There is some gradual change, but in a good many 
of our States, the primaries are still all that count. I think that 
any really perfect system would ultimately include primaries. 

I think it is highly unrealistic to believe, and I may be influenced 
by my origins, but I think it is highly unrealistic to believe that that 
could be done now. I think to urge the perfect painting may mean 
that we get no painting at all. 

I would rather see us step forward out of the present admittedly bad 
legislation on just general elections and then hope that that would be 
good enough so that ultimately primaries would be adaptable to that. 

Senator Gotpwater. Well, a large segment of the Congress is elected 
by primaries. 

Mr. Granam. Yes, sir. 

Senator Gotpwater. If we do not include that reporting, a man 
can look at a general election report from the Southern States and find 
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a man running for the Senate filing under $5,000. I imagine it would 
vo down cheaper than that but if you looked at the primaries where 
they have really hot contests, you would probably find amounts com- 
parable to what is being spent in larger or comparably large States in 
other parts of the country. 

There is a very interesting story in Newsweek in this issue about what 
was done by a certain candidate in transferring funds from the pri- 
mary, excess funds and surplus funds, into the general campaign and, 
therefore, not having to report the origin in the general campaign be- 
cause it came over from the primaries. 

I think it just points out again the almost futility of trying to 
control this thing by too many laws. It keeps the lawyers busy and it 
keeps them happy, but they can get around these laws. 

The CHatrman. Since you referred to the South and the old system 
of reporting on the primaries, actually, I filed a report, as I recall. 
1 don’t remember the exact amount, but it was a little under a hundred 
dollars or a little more than a hundred dollars. 

The cost of having my name placed on the ticket was the only ex- 
pense I had in the election. That has been true since I have been here. 
I have had no opponent in the general election three times except 
in my second race an independent filed and I did not spend a dollar. 

So at that time I reported only the filing fee, which was the only 
expense I had. 

n the primary it is quite spirited. Our primaries are more vicious 
than the general election in other States. 

So it is not without contest that you arrive here, I can assure you. 

Allright, proceed. 

Mr. Fay. Mr. Graham, there is another point I would like to have 
your views on. With respect to the present law that forbids the 
corporations, banking institutions and biene unions from spending any 
moneys in connection with Federal elections, do you have any views on 
that particular subject as to whether it is effective or whether it could 
be in any wise improved ? 

Mr. Granam. I think there should be continued the broad principle 
of prohibiting corporate gifts or trade union gifts without the consent 
of individual members. It is violated, I believe, rather frequently 
by both corporations and trade unions or, at least, what we have been 
speaking of here this morning as the spirit of the law is being violatde. 

I think a lot of pressure that causes that sort-of violation would be 
removed with a more realistic general statute raising limitations and 
causing better reporting, more honest reporting, and that if we can 
widen the number of people who make contributions then the pressure 
that is on people to skirt these laws will be reduced. 

Mr. Fay. L appreciate that view. 

There is one further extension of it that I think follows from that 
answer, and that is that the law does not touch at the moment on the 
movement of money in interstate commerce at all. 

There has been quite a bit of comment, particularly in the press and 
enna on radio and television, with respect to that subject 
matter. 

Do you have any views on money coming from other States into a 
particular State for Federal elections, backing one Federal candidate? 
; _ ne I don’t. I am not particularly bothered or upset 
by that. 
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Again, now, I think publicity is the way to handle this and not 
by any attempt to prohibit, as some people have talked about. 

I happen to live in the only jurisdiction in the free world practically, 
except for insane asylums and prisons where people cannot vote and 
I do not see why I should be removed of the obligation or the 800,000 
people here in bite a. pe should be removed from the obligation of 
contributing to political activities. 

There must be an interstate shipment of money so to speak, because 
we have no local suffrage. I think a lot of people in this highly 
mobile country, where people move about a lot, and where interests 
cross State lines, have a right, entirely legitimate right, to make a 
contribution to a fellow in another State who may stand for broad 
principles of good government that they believe in, and if there is 
anything wrong with it, I think the people can take that into account 
it we get full reporting of these contributions. 

Mr. Fay. Right on that point, do you see any objection at all to 
requiring the individual, as well as what the law presently does re- 
quire on the committees, operating in two or more States, to be re- 
quired to file their report themselves as to the amount they have con- 
tributed, if it is above a certain amount? 

Obviously you would have to put some floor on the amounts above 
which should be reported. 

Mr. Granam. I have heard it proposed that anyone contributing 
more than $5,000 ought to be asked to file a report. That would seem 
to me practical. 

I am generally shy about asking people to fill out more forms. We 
already have a form a day for most residents of the United States 
and I am against more forms if they can be avoided. 

But if it would be an enforcement help on the publicity and you 
had a limitation, say, $5,000, I suppose that would be workable and 
perhaps helpful on the enforcement end. 

Mr. Fay. In other words, any man who was in a position to con- 
tribute $5,000 to a particular candidate or a party, should be in a po- 
sition to be informed of the requirement that he has to report such 
a contribution ¢ 

Mr. Granam. I believe as a matter of practice that most people 
giving that much money get some advice about how to give it. 

Senator Gotpwarter. I have listened to these suggestions for stop- 
ping the flow of money across the interstate lines. If we write any- 
thing like that in the law, it seems to me any amateur—he does not 
have to be an agile lawyer—could see some way of getting around that. 

The same thing applies to the $5,000 gift. Any man who can 
afford to give $5,000 can give it in $100 bills, or $10 bills and he does 
not have to report it to anybody. 

I think we are getting again into law where we should be worrying 
about the morality of it. We are talking about a very, very small part 
of the total cost of running elections in this country. 

If it cost $160 million to run the last campaigns in this country, as 
I think the testimony before this committee and the Gore subcom- 
mittee brings out, and we are talking about $5,000 gifts, or $1,000 
gifts, we are probably talking about less than 1 percent of the total 
spent in this country. 

I do not think we should legislate in this field. I do not think we 
should legislate for 1 percent. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 95] 


Mr. Fay. There is only one concluding question I have here, Mr. 
Graham, and that we have asked other witnesses who have appeared 
here, whether or not you have any knowledge, general knowledge at 
all, of any attempts to improperly or illegally influence any member 
of the United States Senate or any candidate therefor. That is one 
of the provisos of the resolution of this committee. 

Mr. Granam. I do not have any. 

Mr. Fay. Thank you, sir. 

TheCnatrman. The Chair had in mind to ask you about that insofar 
as this committee has been charged with what I regard as a tremendous 
responsibility. Its creation or establishment by Congress was in- 
spired by an incident of impropriety or alleged impropriety, and, of 
course, the jurisdiction and responsibility of the committee embraces 
any such activity that may have occurred or been engaged in. 

he committee has undertaken to pursue the task of discovery any 
such corruption or violation of law based upon the request of the 
Senators, each one of them, to report any incident within their know!}- 
edge, or any information they had that would give the committee a 
lead. 

Then we pursued this further by announcing or extending an invi- 
tation, making a request of the press, the commentators, columnists, 
and the public, that if they had any information along that line that 
the committee should receive to submit it. 

Then we went further than that. We called upon the agencies of 
Government, the Bureau of the Budget and even the White House, 
to give us any information they had since the veto message on the gas 
bill referred to the possibility that the integrity of the legislation had 
been contaminated by some improper activities. 

We have in that way undertaken to invite and to solicit any informa- 
tion that would give this committee a lead that it might pursue. 

We have not been very successful. Very little information has come 
to the committee along that line. 

But the committee is also charged, as I understand the resolution 
and its import, with the duty of covering this whole area and develop- 
ing the facts, the pattern that exists today of atcivities of his char- 
acter, and relate those to present law and determine and come up with 
such recommendations as may be considered in the committee's judg- 
ment and proper to the Congress to correct existing law and to enact 
legislation that will prohibit some practices that possibly today are 
not illegal, but are undesirable, and that the committee does not think 
it has all the wisdom and, therefore, we are inviting people who have 
indicated an interest and made a study and given close observation 
to political activities and lobbying and related subjects covered by the 
committee’s charge and jurisdiction here, to come in and help us. 

If I may say, Mr. Graham, that at the time you were invited to 
appear representatives of two other leading newspapers in the country 
— also invited and they declined or, at least, they have declined so 

ar. 

You have accepted and the committee, I want to say that I, and I 
am sure every member of the committee, appreciates the cooperation 
you are undertaking to give us. We were not singling out any par- 
ticular member of the press or a representative of any particular paper. 
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It is impossible, of course, for us to have the representatives of al] 
the leading papers in the country, but we were trying to get a cross- 
section because the press often does—it is not only its right, but I think 
it is its duty—to criticize the actions of the Congress, the actions of 
individuals, and that criticism often may be justified and it may be at 
times constructive. 

But when a committee such as this is charged with the duty, the task 
of trying to perform what we all regard as a constructive public 
service, when we call upon those who have the right and exercise it, 
and the duty, as I say, to criticize and do criticize and have criticized 
in the past, 1t is difficult for me to understand why they fail to respond 
when given an opportunity to make a contribution such as you have 
undertaken to make this morning. 

And I want to express my personal appreciation to you, sir, for being 
willing to come up here and give your views as one of the leading 
newspapers in the country and certainly the leading newspaper here in 
the capital, you might say, to come up here and give your views and 
be all the help you can to us in the performance of this task that has 
been assigned to us. 

Senator Goldwater ? 

* Senator Gotpwater. I would like to agree with what the chairman 
as said. 

I may say further that while I have not always agreed with the 
editorial policy of your paper, nor have I always agreed with you 
personally, I just want to express my appreciation as a citizen of this 
country to you for having spearheaded this effort to bring to the 
attention of the American people the inequities in our election laws, the 
provisions of these laws that actually promote crookedness in the 
— of this country and for your efforts to suggest remedies for 
them. { 
By the way, we have not always agreed on those remedies. But, 
nevertheless, [ do appreciate as a citizen and as a Senator, the work you 
have been doing in this field and I hope you keep it up. And I hope 
you particularly keep up your efforts to get the advertising group to 
go through with that matter. 

Mr. Granam. Mr. Chairman, may I make a concluding statement?! 

The Cuarrman. Certainly. 

Mr. Granam. I do not want to appear ungracious at all after the nice 
sentiments expressed, nor do I know the papers invited here, nor am I 
a spokesman for the American press, but I am sure you understand 
there is a long constitutional history as to just when free editors ought 
to appear before the legislative branch or hearings of the executive 


branch and where the independence of the so-called fourth estate ought 
to be maintained. 


And I think pene and independent editors can have differing 


judgments about the business I am doing this morning. 

I felt that being familiar with the organization of your committee 
and being familiar with your sincere, constructive purposes, I was 
very happy to be here. 

On the other hand, I can understand entirely a respectable and 
fine, dedicated editor would feel that his business was to report and 


criticize and not to engage in running the Senate of the United States, 
or a committee. 
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I am not authorized to speak for anybody else, but I thought I would 
just say that, sir. : 

The Cuarrman. Thank you very much sir. I agree with you in 
part only. I think the right and the duty to report and to criticize 
carries With it an obligation, that when the opportunity is presented, 
as it is being presented to those whom we have invited, to be helpful 
as well as to be critical, and to give constructive suggestions and rec- 
ommendations as well as to condemn, I think the rights and freedom 
of the press carries with them an obligation also to respond when they 
can be helpful to the Congress, as well as take the liberty which they 
have, and they have the right and duty and I think it is the duty of 
the press, to report and criticize. 

But they also have an obligation when we are searching here for 
the best ideas to do a constructive job, to improve the political climate 
of our country, to respond. 

They may individually disagree with me. But I do not want any- 
body to misunderstand my viewpoint. 

Thank you very much. 

Mr. Fay. Thank you, Mr. Graham. 

(The address of Philip L. Graham follows :) 


THE HieH Cost or PoLitTics 


By Philip L. Graham, publisher of The Washington Post and Times Herald, 
annual dinner, School of Business, University of Chicago, Chicago, I1l., 
June 1, 1955 


Ever since the 6th of August 1945 the ruling facts of our times have been 
fairly clear. 

In stark oversimplification they are these: 

(1) Modern science has revolutionized warfare. It has done this so com- 
pletely that war now is obsolete as a method for settling human conflicts. 

(2) Obviously, what is needed is some new world political arrangement that 
effectively eliminates the exercise of war. 

(3) However, the historical forces which divide mankind are so powerful 
that little or no progress has been made in this direction. Instead two 
powerful nation-state systems oppose each other bitterly and totally, and at 
least appear to conduct their affairs as though war were still a practical 
alternative to diplomacy. 

(4) Progress toward the elimination of war will apparently begin only when 
the free nations become so united and strong that the Communist apparatus 
will see no chance of world domination. 

(5) The proper course for freemen is therefore one calling for the highest 
degree of skill in the conduct of affairs of incredible complexity. We must 
continuously strengthen our alliances; intelligently tackle the fantastic sci- 
entific and technological problems of keeping militarily strong; foster a healthy 
American economy; give support to the creation of a better life elsewhere in 
the world; maintain and develop our regard for individual liberties; and so 
on and so on. 

Those, in broad outline, are the operative facts of our times. This is the 
framework within which the question of human survival will be decided. 

I would like to suggest that in one respect at least we are facing up to this 
situation as though we were a nation of lunatics. I would also like to suggest 
that unless we change our habits we shall probably achieve the fate we deserve. 

Now my suggestion has one refreshing aspect. It will not require this 
assemblage of potential cardiac cases to raise your blood pressure in anger 
against anyone except yourselves. I do not suggest that we can solve all our 
problems by denouncing Yalta, 90 percent of parity, the Dixon-Yates contract, 
Owen Lattimore, or high taxes. 

What I put to you is simply this: We face problems that involve life and 
death for all of us; yet we insist on having the lowest sort of opinion of the 
very people we entrust with those problems; and we force them to operate 
under conditions which do everything to repel decent men. 
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Who are these people who bear this great responsibility, and whom we treat 
so stupidly? They are, of course, the politicians. They include Dwight Pp. 
Eisenhower, Adlai Stevenson, 96 Senators, 435 Congressmen, 48 governors, the 
750,000 other elective officials, and the Cabinet officers and tens of thousands 
of appointive officials and political workers who must live under our existing 
system of politics. 

These are the people whose day-by-day actions will very largely determine 
the greatest conflict in the history of the world. Yet how do we tell them we 
regard them? We tell them that we consider them just a little above outlaws, 
Thus this spring ix a nationwide Gallup poll, 7 out of 10 people with an opinion 
stated that they would not like to see their children enter politics as a life's 
work. 

Let us suppose that instead of running a great nation we were running a 
pickle works and that our pickle sales were dropping every month. Clearly 
we would not begin by telling our sales department that all salesmen were stupid 
and crooked and unnecessary. Yet we do treat problems which are rather 
more urgent than pickle sales in just that fashion. And if we continue to do 
so we probably have as much chance of survival as the buggy manufacturers 
had of licking Henry Ford. 

Since you who are here tonight are men of experience, it will be obvious that 
fundamental problems call for fundamental solutions. And truly the problems 
presented by our present system of politics are fundamental. They are not 
going to be solved by palliatives. It will do us no good at all to resolve that 
for the next 30 days we shall never place the word “dirty” directly next to the 
world “politician.” It will do us no good to make speeches or to write editorials 
saying we need better men and women in politics and a higher public regard 
for politicians. 

Yet there is something—something fundamental and lasting—that can be done 
about the present situation. It is possible; it is urgently necessary; and it 
is eminently practical. 

Moreover, if this thoroughly “doable” thing is indeed done, it should constitute 
the single most important political reform of our times. 

But before we discuss the solution, let us diagnose the basic problem in a 
bit more detail. For the problem is deeper than merely a question of public 
attitudes. Although they are considerably more esteemed than politicians, 
nevertheless farmers, labor leaders, industrialists and even newspaper people 
are frowned upon by a goodly number of their fellowmen. Yet these people 
at least can operate in an environment permitting them to maintain their self- 
respect. 

So while it is a serious matter that politicians rank close to lepers in the 
popularity polls, it is a much more serious matter that we force politicians to 
live in a system which goes a long way toward depriving them of self-respect. 

The fundamental defect in our present system of politics—as is so often the 
ease in life—-has something to do with money. It has specifically to do with our 
habits regarding contributions for political campaigns. Even putting the hest 
possible face on the situation, it can only be described as morally squalid, 
ethically shocking, and spiritually revolting. 

As of 1955 the principal characteristics of our system of political finance can 
be accurately described in the following manner: 

(1) We maintain a boldfaced, official lie about the cost of political eampaigns 
and the amounts of political contributions. 

(2) We almost universally fail to respond to—or even to recognize—the 
duties of the individual citizen in a free society. 

(3) We consequently force politicians to live in close connection with the 
filthy power of gangsters and the acquisitive power of special interest groups 
and favor seekers. 

First, let me briefly expand on the way we maintain an official lie about 
political expenditures. We do this by having a Federal law which limits ex- 
penditures by a candidate for Congress to a maximum of $5,000, by a candidate 
for the Senate to $25,000, and by a national political committee to $3 million. 
Now a Senator, even in a small State, cannot run for $25,000 and in a State 
like Illinois he cannot run for $250,000. But the law remains on the books, 
the myth is maintained by a series of long-practiced manipulations and evasions, 
and so we force the able man entering politics to launch his career with an 
initial act of blatant hypocrisy, and to endure this indignity every time he 
runs again. 

In fact, few if any people actually know what modern polittical campaien 
do cost. One of the most respected Members of the Senate has told me that 
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in his State (about the size of Illinois) over $3 million was spent in a recent 
gubernatorial election. 

But the existing system perpetuates the fraudulent impression that political 
expenditures are but a fraction of what they are. Thus in the 1952 presi- 
dential campaign a total of $17,500,000 was reported by the national committees 
of the two major parties. Some students of the matter estimate that actual 
expenditures came closer to $100 million, 

The limitations of $25,000 for the Senate and $5,000 for the House are patently 
leughable. For there are counties in this country where even a sheriff's race costs 
‘rom 10 to 20 times more than $25,000. 

So from those highlights you can see how monumentally deceitful a system of 
laws and reporting we maintain about campaign expenditures, 

Next, let us look at how seriously the average person defaults in his duties 
es an individual citizen. And in doing so let us remember that with the new 
American economy—with our new wide distribution of wealth—we have a 
society wherein the average voter is in fact financially able to meet his obliga- 
tions of citizenship. 

We can examine the default of the citizenry by studying the 1954 con 
gressional elections. There were 1,054 congressional candidates. Expendi- 
tures officially reported totaled $13,700,000, and we can be sure that actual 
expenditures were much higher. 

After that campaign the Gallup poll asked people whether they had made 
a political, not only in congressional races but for any of the many other cam- 
paigns that year. Assuming that such contributions would be made on a family 
basis, the answers were computed by families. This showed that only 1 family 
out of 20 had made any political contribution. If the answers were computed 
in terms of individual citizens, this would mean that only about 2 out of every 
100 citizens made any contributions. 

Since the default of the individual is so obvious, let use see what forces have 
rushed in to fill the vacuum. 

No tidy compilation of statistics is available, but anyone at all familiar with 
politics can document the situation for you. There are three major sources of 
political funds: 

(1) The underworld. The sums raised by the gangsters are much larger than 
anyone imagines. In 1948, for example, it was reported to our newspaper that the 
numbers operators in Washington had raised $100,000 to be spent against two 
Senators who had tried to investigate local gambling. One of the most profitable 
businesses in the United States is the illegal race wire service to illegal horse 
betting establishments. It makes millions every year, has survived evey sort 
of attempt to break it up, and clearly must be the largest single source of political 
funds in the country. 

(2) The second important source of political funds can broadly be called specia! 
interest groups. This includes the vast array of individuals and organizations 
who have something direct to gain from government. They are far different 
from the underworid in that their aims and purposes are wholly legitimate, if 
sometimes a bit acquisitive or selfish. So important is this source of funds that it 
is practically impossible to find any Congressman or Senator, however high- 
minded, who has not lost his freedom of decision in some particular area. A 
recent, but natural and understandable, addition to this group can probably be 
found among some few foreign governments who are dependent upon us for 
monetary or political assistance. While difficult of precise proof, it seems 
probable that in some few cases a small part of our foreign aid has come 
back to us in the form of political contributions. And when one realizes that 
$100,000 carefully spent in a few small States can place a sizable proportion of 
the United States Senate under obligation, it is easy to understand the temipta 
tion that exists for all special interest groups. 

(3) The third group of established political contributors probably contributes 
the least in total amount, though their contributions are still important. They 
can be described as “the hopefuls.” They are people who contribute in the 
expectation of receiving high public office. Their existence explains to a large 
extent why in the 1954 election less than 1,000 people contributed more than 
one-fifth of the total amount reported by both major national political committees. 
Their total gifts represented $1,850,000. And although the law—that same un- 
enforced, hypocritical law—limits individual contributions to $5,000 to any one 
candidate or committee, it is believed that some resourceful contributors have 
managed to locate or create enough committees to permit contributions of over 
$100,000 in a single campaign. 
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So dominating is the need for political money, that this form of outright sale of 
positions of public trust is universally accepted. It had to be practiced by that 
old professional, President Truman, and it has also had to be practiced by that 
idealistic amateur, President Eisenhower. 

In bygone days this particular practice probably did little harm. Government 
was then relatively unimportant and a rich knucklehead here or there in high 
office could do little harm. Today, of course, this is radically altered. There 
are few unimportant high public posts. And both this administration and its 
predecessor have been weakened by the system which we average citizens have 
forced upon our political leaders. 

The overall problem, I would like to repeat, is both serious and simple. We 
need the highest possible sort of people in politics because of the awesome 
decisions they must make. And we shall not have this until we get rid of the 
rotten financial foundation upon which our political system now rests, and thus 
begin to demonstrate toward politicians some of that decent concern which prac- 
titioners of the arts of free government deserve. 

The political financial problem, we should realize, is going to grow in size, 
This ic tnevitable because of our growth in population and growth in power 
of communications. Obviously politics will be expensive in a nation of 165 
million with rapidly widening suffrage. 

We are many, many years away from 1789 when our Constitution was ratified 
by fewer than 100,000 people—by only some 2 percent of the population. 

How to deal with this growing problem is a matter of mounting concern. 
To give you an idea of its dimensions let me point out that to put a Presidential 
eandidate on just one TV network for a single half-hour costs between $50,000 
and $100,000. 

To some these costs indicate only that modern mass communications are 
expensive. But that is not in fact the case, if we judge them on a per capita 
basis. Using mass media a candidate today probably spends much less to 
reach the individual voter than it cost Thomas Jefferson to feed all those horses 
that pulled his stagecoach, or even Theodore Roosevelt to pay for his campaign 
train. 

The high cost of politics is a direct result of a high population and an 
expanding right of suffrage. And superficial attempts to solve the problem 
by having politicians pass rules as to what other politicians can get free TV 
time are only going to create new problems. Even stronger language can be 
employed against the suggestion, now 50 years old but constantly revived, that 
the Government should appropriate funds for this purpose. 

There is one step toward reform now being studied by the Senate which 
deserves support and encouragement. That is the effort by a committee, headed 
by Senator Hennings, of Missouri, to write more realistic laws about political 
contributions. This is the 60th congressional committee to review this subject 
in the last 50 years. Insofar as they are working toward full and honest 
accounting of all political contributions, they are working toward a desirable 
end. However, although present limits on expenditures will be considerably 
raised, the Senate hearings so far indicate that the new limits will still invite 
evasions by being unrealistically low. In any event, the work of Senator Hen- 
nings and his colleagues represents some of the most constructive work in many 
years. And success in their labors will be a steppingstone toward better 
government. 

But the major problem still remains. That is, how can we raise enough 
honest, untainted money to permit our politicians to run for office without becom- 
ing obligated to corrupt or selfish forces? And in doing this, how can we help 
to create a higher regard for the importance of politics in the American future? 

The answer is, I think, not too difficult. It can be accomplished quickly 
enough to be effective in the 1956 campaign. And there is not a person in this 
room who cannot do something toward achieving this fundamental political 
reform. 

Here are the basic facts. In the Gallup poll I referred to a few minutes ago, 
only 1 family out of 20 made any political contribution in 1954. But Gallup 
also put this question: If asked, would you give $5 to the party you prefer? 

Thirty-three percent of the families—about 16 million families—said yes. A 
little over half said no, while some 13 percent had no views. Now $5 from 16 
million families equals $80 million, and even a fraction of that amount of new, 
untained money would revolutionize American politics. Moreover, it is ridicu- 
lously defeatist to assume that the other 66 percent of our familes cannot be 
convinced of their proper obligations of good citizenship. 
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The problem then is how to convince millions of Americans of an obvious 
fact—that good citizenship requires political contributions by each individual 
to the party or candidates of his choice. Good citizenship requires this just 
as much as it requires contributions to one’s church, one’s community fund, 
the Red Cross, or other causes. 

The weak at heart may tell us that even such an obvious truth cannot be 
quickly taught. That is not only nonsense, it is nonsense that we cab prove 
to be nonsense. 

Let’s take a parallel though perhaps more difficult problem. The threatened 
European grain famine after World War II. The ravages of war and a severe 
drought had destroyed much of the European grain supply. Obviously millions 
of people were going to starve to death within 6 months. And almost everyone 
knew that nothing could be done about it. The only possible rescue was to get 
us to eat less wheat in America, and this seemed impossible because rationing 
controls could not be imposed in the short time available. 

But a few people were unresigned to failure. They assumed that the American 
people would respond to duty if they only knew what their duty was. So 
through a barrage of public service advertising, conducted by the Advertising 
Council, the people were informed. Early in 1946 a Gallup poll showed that 
almost nobody knew of the need to save grain. By April 1946, alomst 9 out of 
10 Americans knew of the problem. And most of them were doing their duty. 
As a result our grain shipments reached unprecedented totals and reached them 
quickly. And not a single European died from the famine that summer—-the 
summer that the late Ernest Bevin described as the great European famine 
that did not happen. 

The use of public service advretising is now so widespread that most of us 
forget that it is a new and vitally useful social tool. In the past 12 years 
it has been an essential part of the savings bond program, has reduced traffic 
accidents, prevented forest fires, created blood banks for the armed services, 
and aided a hundred other causes. 

In 1952 public service advertising told Americans over and over again of 
their duty to register and vote, and helped set new records for registration 
and voting. 

One does not have to be an Einstein to see how great a function public service 
advertising could perform in helping to build a new and decent foundation under 
our system of political finance. Through television, magazines, radio, news- 
papers, billboards, car cards—even match boxes—the average decent American 
could be reminded and reminded again of the importance of good government. 
Of how good government depends on each citizen’s supporting, as he can, the 
party or candidate of his choice. And by doing this, we can gain the larger 
objective of giving public recognition to the fact that there should be no more 
noble calling in a free society than that of public life. 

A complete, well-coordinated campaign of public service advertising can create 
proper citizen support for political campaigns. It can do so quickly. By doing 
so it can, as I have said, create the most important political reform of the 
century. 

What is needed to make this happen? What is needed to make it work? 
Nothing more than the support of you and other decent citizens like yourselves. 

This country has in the Advertising Council a nonprofit, nonpartisan, public 
service group that annually administers $100 million worth of public service 
advertising donated by American business. The Advertising Council could pro- 
vide a practical means for conducting such an educational campaign. It can 
be a campaign to further good government by reminding every citizen of his 
duty to support the party and candidates of his choice. 

For my part, I hope it is done. For your part, I hope you join in makng it 
a snuecess, 

For our part, for the common concern of this country, we must end the 
fantastic system under which we treat our politicians as unsavory characters 
while at the same time we charge them with preserving our very civilization. 


The CuHarrMan. Mr. Thomas Schroth and Mr. Robert Kaufman, 
will you please come around. 

Will you be sworn. 

Do each of you solemnly swear that the evidence you shall give 
before this special Senate subcommittee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

84131—57——__23 
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Mr. Scurorn. I do. 
Mr. Kaurman. I do. 
The CHarrMAn. Be seated, gentlemen. 


TESTIMONY OF THOMAS SCHROTH, EXECUTIVE EDITOR, CONGRES- 
SIONAL QUARTERLY; AND ROBERT KAUFMAN, WRITER FOR 
CONGRESSIONAL QUARTERLY 


The CHatrman. Will each of you state your name, — place of 
residence, and your buisness or occupation, for the record. 

Mr. ScurorH. Thomas Schroth. I am a resident of the District 
of Columbia. I am executive editor of Congressional Quarterly. 

Mr. Kaurman. I am Robert Kaufman. I am a writer for Con- 
gressional Quarterly, specializing in reporting activities of lobby 
groups, and I live in Arlington, Va. 

The Cuarrman. Gentlemen, you know, of course, the rules of the 
committee, that you are entitled to have counsel present while you 
testify if you desire. 

Not observing counsel present, I assume you waive that right? 

Mr. ScurorH. We do. 

The Cuatrman. Thank you very much, sir. 

I believe I should say that you represent a publication that could 


be termed a segment of the press, and I want to express my appreci- 
ation in advance to you for your response to the committee’s invitation 
to come and testify today. 

Proceed, Mr. Counsel. 

Mr. Fay. Mr. Schroth, will you tell the committee how long you 


have been associated with Congressional snare 

Mr. Scurorn. I have been with Congressional Quarterly a little 
under a year and a half. 

Mr. Fay. And your position is executive editor ? 

Mr. Scuroru. Yes. 

Mr. Fay. Can you describe in a little more layman’s language what 
that entails? 

Mr. Scuroru, Executive editor covers the editorial activities of CQ, 
which is basically covering Congress in a very detailed way. We do 
this for a great many newspapers subscribing to Congressional 
Quarterly and a great many other people like organizations and 
Members of Congress. 

My job also entails noneditorial duties, business and production. 

Mr. Fay. Now, with respect to the operation of CQ, is it analogous 
at all to the wire services as far as its availability of information to 
other newspapers throughout the country is concerned ? 

Mr. Scurorn. Yes. 

Mr. Fay. With respect, of course, to Congress ? 

Mr. Scurorn. Yes. 

Mr. Fay. So you furnish at their request. Do they actually con- 
tract with you to furnish it, or how is that handled, sir? 

Mr. Scuroru. They contract with us to furnish them our material 
on a weekly basis. 

We also furnish them triweekly news stories. 

Really, the only difference between the contract with us and the wire 
services is that we don’t put our material on the wire. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 959 


Mr. Fay. Am I correct in the assumption that your primary interest 
is strictly the legislative branch of our Government ! 

Mr. Scurorn. Our primary interest is that, yes. . 

Mr. Fay. You do touch on the executive branch on occasion ‘ 

Mr. Scurorn. Yes, that is necessary because of the complication of 
government. ; . a 

Mr. Fay. Primarily your efforts are all devoted to the legislative 
body ¢ 

Mr. Scurorn. Yes, sir. 

Mr. Fay. How large a staff does the Congressional Quarterly have ¢ 

Mr. Scurorn. We have about 60 people. 

Mr. Fay. You have 60 full-time people‘ 

Mr. Scuroru. Yes. 

Mr. Fay. Do you also have any part-time contributors ¢ 

Mr. Scurorn. We have 3 or 4 part-time workers. 

Mr. Fay. Now, dealing with the subject matter of the legislative 
body you have had occasion to report on and to examine into the legis 
lation known as the Corrupt Practices Act and the Lobbying Act, have 
you not? 

Mr. Scuroru. Yes, sir; we follow that as well as other acts through 
the years. 

Mr. Fay. Then in writing on that subject have you had occasion to 
determine your own personal views as to the advisability of includ- 
ing the congressional primaries in the reporting system that is pres 
ently required by the legislative Congress ¢ 

Mr. Scurorn. Yes, sir. We try to get as much information as pos- 
sible on the amount of money spent for elections and where that money 
has come from and where it is going. 

We, as a great many other people, have found that the story is in- 
complete if you don’t include congressional primaries. 

We would recommend very strongly that congressional primaries 
and all primaries be included in the act. 

Mr. Fay. By all primaries, would you include the presidential pri- 
mary also? 

Mr. Scurorn. Yes, sir. 

Mr. Fay. Now, in your efforts to determine how much is spent on 
a congressional election or a presidential election, what have been the 
results in the past 2 or 3 congressional or presidential elections ? 

Mr. Scuroru. We have found, for instance—I have made some 
notes on that—in the 1952 spending the total amount reported was 
$5.6 million for Congress, and $17.4 million for the presidential cam- 
paign, for a total of $23 million. 

In 1954, $13.7 million was spent for Congress. That is, that was the 
reported amount spent. 

As you know from the previous testimony, Professor Heard esti- 
mates that $140 million was spent in 1952 so that you can see that $23 
million is just a drop in the bucket, relatively. 

Mr. Fay. Have you had occasion to examine the basis for Dr. 
Heard’s statement as to the cost of the election in 1952? 

Mr. Scuroru. We have a fair idea of how he went about it, but when 
you say examine the basis; no,sir. I have not done that. 

Mr. Fay. Well, predicated on the knowledge that you do have, 
what did that include, so far as his investigation is concerned? 
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Mr. Scuroru. I believe he went to the States and determined the 
amounts spent within the States that are not reported to the Congress. 

Mr. Fay. With respect to the existing laws, do you have any views 
as to the reality or the practicalities of limitations that presently 
exist on the reporting as far as campaign expenditures are concerned? 

Mr. ScurorH. Well, I base my opinion on the necessity for full dis- 
closure and I think that if we have full disclosure of the amounts 
spent under the law, then I would be opposed to any limitations. 

Mr. Fay. Are you familiar with the fact that there are presently 
several States that have done away with the limitations, with the 
effort all predicated on the reporting of all committees at literally 
the precinct level? - 

Mr. Scnroru. I am familiar with the fact that some States have 
that, but not as to how it is working. 

Mr. Fay. Your suggestion is that the same principle might be 
applied so far as the Federal legislation is concerned ? , 

Mr. Scurornu. Yes, sir. . 

Mr. Fay. Without limitations at all, the compulsion of reporting 
would give you the enforcement ? 

Mr. Scuroru. Yes, sir; coupled with the fact that full reporting 
is necessary and full reporting would become its own limitation on 
excessive spending. 

I think, as it is now, the limitations are ridiculous and no one pays 
attention to them and they find all sorts of ways to get around them. 

I think the light of public disclosure is more important than 
limitations. 

Mr. Fay. In connection with the reporting, would you advocate an 
administrator who would have authority and responsibility to in 
effect. require the compliance with the reporting that was set up by 
statute? 

Mr. Scurotn. Well, I think that the administrative functions under 
the act are very limited and that we would have to have some sort 
of administrative agency. 

It is not enough merely to deposit the spending reports with the 
Clerk of the House or the Secretary of the Senate. There is no real 
enforcement there. 

T like the suggestion that the GAO set up some agency to process 
the reports. Then I think if they discover any violations it should 
be referred to the Justice Department. 

Mr. Fay. You are familiar with the operations as far as the Clerk 
wf the House and the Secretary of the Senate are concerned, that 
they are primarily a depository ? 

Mr. Scrornu. Yes. 

Mr. Fay. Rather than a supervisory and regulatory agency on 
this particular subject matter? 

Mr. Scwrorn. Yes, sir. We regularly use the reports in both of- 
fices, the Secretary and the Clerk. And they are just there. There 
is No more attempt to do anything about them and it is unreasonable 
to ask either the Secretary of the Senate or the House Clerk to do any 
more because they don’t have the facilities. 

Mr. Fay. Now, you made the expression, “They are just there.” 
Might T suggest that sometimes they are not there? 

Mr. Scurorn. Tf a man does not report, his report is not there. 
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Mr. Fay. There have been occasions where there is no regularity 
requirement to follow up on it and you use compulsion to see that you 
do get a report; is that correct‘ 

Mr. Scnrorn. T understand that questionnaires are sent by the Clerk 
and the Secretary to the candidates. The Secretary and the Clerk 
oo beyond what the law specifically says in that they make a list, as 
far as they are able to, of the candidates, and send questionnaires to 
them asking that they be returned. 

Most candidates have returned them, although not all were filled 
out completely. 4 , 

Mr. Fay. And those that have not, there is nothing in the law to- 
day, any authority of the Secretary of the Senate or Clerk of the 
House, to use the enforcement process to compel somebody to furnish 
that report ‘ 

Mr. Scuroru. No, sir. 

Mr. Fay. He does not have the power to subpena the report ¢ 

Mr. Scuroru. No, here is a demonstration of the power of public 
opinion—I think it was the 1954 election: Forty candidates for the 
House had not filed reports. Two of them had been elected and, when 
we discovered that we just put through a normal question, “Where 
is the report?” Very shortly afterward the reports were filed. But 
they do not have the power of subpena. 

Mr. Fay. Nor does the Secretary of the Senate ? 

Mr. Scurorn. That is right. 

Mr. Fay. Now, if you are requiring the reporting, what is your 
view with respect to whether or not there should be a limitation or, at 
least, a floor on the amount that would have to be reported in order 
to eliminate the voluminous reports that might be coming in if nominal 
amounts were required to be reported at all / 

Mr. Scuroru. I think there should be a floor of five hundred or a 
thousand dollars. Otherwise you just could not handle $1 or $5 
contributions. 

Mr. Fay. In other words, with respect to any committees that are 
operating, if they expend or receive amounts in excess of a total of 
$500, they would be required to report; is that your thought? 

Mr. Scurornm. Yes, sir. 

Mr. Fay. Doing away with the idea that a committee just set up 
to expend a hundred dollars or so would not be required by compul- 
sion to file a report on that ? 

Mr. Scurorn. Yes, sir. 

Mr. Fay. Have you had oceasion to study at all, or have any views 
on the fact that some of the States presently, and primarily those 
that have relieved the limitation on the amounts of expenditures of 
candidates, require the candidate to designate an agent or to authorize 
committees to act in his behalf? ’ 

Mr. Scuroru. Yes; I know that is true in some States. I have 
an idea that it would make the administrative handling of reports 
much easier. I don’t really have an opinion as to whether it should 
be required. 

_ Mr. Fay. There has been a suggestion here that it might be imprac- 
tical to require an individual, acting in behalf of a candidate, to 
secure such authority and the distinction has been made that such 
authority would only be obtained by a committee composed of more 
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than an re Do you have an opinion as to the realism of 
— roceeding ¢ 
iene No, sir; I don’t feel qualified to answer that. 

Mr Fay. You are aware of the limitations presently on the national] 
campaign, of $3 million on the national committee. 

Have you any opinion as to the resonableness of that figure? 

Mr. Scuroru. I think the fact that so many other committees have 
been created to go above that figure demonstrates that it is a completely 
impractical figure. 

gain I would say there should be no limitation if we have full 
disclosure. 

Mr. Fay. Do you have any views with respect to whether or not 
there should be any limitation on the individual contributor? The 
present limitation, of course, is $5,000 for 1 individual to 1 particular 
candidate or committee. 

Mr. Scuroru. There again I think an individual who contributes 
in a total amount, no matter where it goes, of more than, say, a 
thousand dollars, or $5,000—I am not prepared to say what the limit 
should be—should be required to report, to file a report. That would 
be a good way to cross-check the receipts of the committees with the 
contributions of individuals. 

Senator Gotpwater. Do you think you would get an accurate cross- 
check if you just required, say, from $1,000 to $5,000 gifts? 

Mr. Scurorn. It would not be completely accurate. I think t 
limitations would have to be the same with individuals as with “ 
amount of money that committees must report. If you have $100 
for a committee, then perhaps $100 given by an individual should 
be reported. 

The Cuatrman. Would you not have to set up a special agency and 
create another enforcement agency in Government to make all these 
checks and comparisons and determine whether the reports had been 
made ? 

Mr. Scuroru. There is no question that the paperwork involved 
would be increased tremendously. There, again, I think the present 
system needs an administrative agency. I don’t think it would be too 
great an agency. 

The Cuarman. In other words, you do not think you would get 
enforcement without some agency charged with the responsibility 
of enforcing it. 

As to the question of how large an agency you want, if you are going 
down to $100 contributions, it would require a rather large staff to 
process it, examine reports. 

Mr. Scurorn. Yes. I am not suggesting $100, Senator. I think 
maybe $1,000 or $5,000 would be more reasonable. 

Senator Gorwarer. I am interested in this idea of cross- checking. 
What would you think of requiring newspapers, radior and TV sta- 
tions, billboard companies, and printing shops to report the work that 
they did, or the time that they sold, or the space that they sold to indi- 
vidual candidates? I think that would give you possibly a better 
cross-check than trying to cross-check a small segment of the candi- 
dates’ receipts. 


Mr. Scuroru. That would give you a cross-check of the expendi- 
tures made. 
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Senator Gotpwater. That is right. You have to have income to 
make expenditures. We like to have it that way. 

Mr. Scuroru. Yes, sir. 

A red flag goes up about whether or not newspapers and radio 
stations should report such information. I am afraid that maybe 
that would be violating some of their rights. 

The Cuarrman. Why ared flag? I do not understand you. Why 
should it goup? Why should they be immune! 

Mr. Scurornu. I am not really prepared to say, Senator, 

The CuatrMan. I am not, either. 

Mr. Scurorn. It occurred to me that newspapers and radio stations 
should be somewhat inviolate about reporting the moneys they receive. 

The CHatrman. I do not understand. They are just a part of 
America, after all. I cannot understand that attitude. I know we 
have the fourth estate and all the privileges that go along with it. 

When when in a problem like this, why should we say that a news- 
paper or a television station should not be required to give the source 
of its income in a political campaign? I just do not get it. 

Senator GotpwaTer. This is the business end we are asking for. 
We are not asking for an editorial or news end. I am asking that, 
not in the way of suggesting it, but if we are going to get down where 
we are going to doubt the candidates for office. where we say everyone 
running for public office is a crook, and we don’t believe what they are 
reporting, then if we are going to make cross-checks, I think the cross- 
checks should be made as easy as possible. 

Getting back to the suggestion of reporting $5,000 and $1,000, you 
merely force those people into giving cash. There is no accounting 
for that. A man, if a man gives $5,000 he does not care whether it is 
cash or check. 

I think we ought to try to keep this thing simpler instead of more 
complicated. 

| would like you to think about the possibility of extending report- 
ing to everybody that works in a campaign, everybody that receives 
money from campaign efforts and the ones I have listed received 
probably 75 percent of the money spent. 

I would say that the red flag would go up in front of a candidate 
when you suggest he is dishonest in not reporting fully. 

Mr. Scnrotu. I don’t suggest that, sir. 

Senator Gotpwater. I know you donot. Iam sorry that I inferred 
that you do. 

But this whole ruckus has been stirred up by what I feel is the 
pressure on the part of some people in this country, both in and out of 
the news reporting business, that politicians as such are a pretty 
crooked lot. 

It makes me kind of mad because I am one and I have observed it 
from inside and out and I do not think there are any more disreputable 
people in our ranks than you will find in any other comparable group 
by numbers. 

Mr. Scurorn. Well, I am prepared to agree with you completely on 
that, Senator. I do think that the reporting of campaign spending 
and of contributions is a method by which the voters can find out where 
the money is coming from and who is giving it. 

Senator Gotpwater. I agree with you, too. I believe we should 
have adequate and good reporting laws and reporting requirements, 
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but when we get into the suggestion of cross-checking, then we get 
into some fields where I would like to put my two bits in, too. 

Mr. Scurorn. I just suggest the cross-checking possibilities, where 
the contributor reports as well as the committee that receives the 
money, as an administrative possibility. 

It might ease the administration. 1 wasn’t suggesting that this was 
necessary to check the honesty of the committee receiving or the person. 

Senator Gotpwatrr. Of course, if you gave a tax deduction you 
could check it through the income tax return. 

Mr. Scurorn. You could check it through the income tax report. 

Mr. Fay. Would you have any views with respect to the use of the 
franking privilege in the congressional or senatorial elections of the 
country? You are aware of the use of the franking privilege in those 
contests ? 

Mr. Scnroru. I don’t have any opinion as to whether within limits 
that is right or wrong. 

The Cuatrrman. How in the world can you determine when a man 
is making a speech on the floor of the Senate whether he is conscien- 
tious in believing he is making a contribution to legislation or whether 
he is making that speech simply for political consumption back home? 

Mr. Scuroru. That is very difficult to determine, Senator. 

The Crarrman. How can you pass a law that can be administered 
so that you can determine ? 

Mr. Scurorn. I don’t think you can. 

( Discussion off the record.) 

Mr. Fay. There is another phase of that that has been raised that 
I would like to see if you have any view on. That is whether or not 


the privilege could in anywise be granted to the candidate for office 
who is a nonmember of Congress? In other words, there is to be no 
limitation. Should you give equal rights as theoretically television 
gives —_ rights to the candidates today ? 


Mr. Scrorn. You are referring to the franking privilege? 

Mr. Fay. Yes. 

Mr. Scuroru. I think that is a question very much worthy of study. 

Mr. Fay. It just came to me there would be almost insurmountable 
difficulties in trying to give the franking privilege to a candidate 
running against a Member who by law is entitled to that franking 
privilege. 

Mr. Scurotru. Yes, you would run into a great deal of difficulty, 
especially where you have minor party candidates who would nat- 
urally demand the same privilege. 

Mr. Fay. Yes. It becomes almost as involved as the free time on 
television does today. 

Mr. Scurorn. Yes. 

Mr. Fay. Have you any thoughts at all with respect to allowing 
a tax reduction such as was suggested here in previous testimony, as 
far as campaign contributions are concerned ? 

Mr. Scurotn. I think a small amount, say a hundred dollars, might 
be tax deductible. 

There has been a suggestion that you reduce the amount of tax by 
$10 if that $10 is given toa political campaign. 

I would say there that the possibility of the matching fund prin- 
ciple might be used where the citizen would share this with the 
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Government rather than the Government paying all the $10 dollars 
which it would have gotten in taxes. 

Perhaps if the citizen gives $10, then he has $5 tax relief, so he 
shares $5 of the expense and the Government the other $5. 

The Cuarrman. As a practical matter, then, instead of sharing it 
why not just reduce it ? 

Mr. Scuroru. As a practical matter you are reducing, but the 
political committee receives $10. 

The CuHarrman. Why not just give him $5 credit on the tax? It 
is all the same effect. 

Mr. Scurornu. But the credit, if such a system were used, and I 
am just suggesting this, would be only allowed if the political com- 
mittee received $10 from the contributor. 

Mr. Fay. Then I take it you would be opposed to any outright 
credit exemptions as far as taxes are concerned, or in effect, subsidi 
zation by the Federal Government of political campaigns? 

Mr. Scurory. I would not be opposed to it. 1 don’t feel qualified 
to talk about the morality or lent aspects of it, but I do think it 
would be better to let the citizen share the cost with the Government. 

After all, in the democratic system basically he is the one on whom 
it depends and he should not be relieved of all responsibility, including 
financial, as to how the elective process works. 

Mr. Fay. With respect to the reports that are filed with the clerk 
and the Secretary of the Senate, your organization makes use of 
these reports and actually publishes the contents of many of the 
reports, does it not ? 

Mr. Scurotrnu. Yes, we do. 

Mr. Fay. What phases of the reports are of most interest to your 
particular congressional reporting ? 

Mr. Scuroru. We report four times a year on the organizations 
that file reports and the amounts above a thousand dollars. We arbi- 
trarily draw the line at a thousand dollars because of the detailed work 
involved. 

After elections we report all the spending and contributions, again 
over a thousand dollars, received by every candidate who ran for 
Congress. ‘This took us 9 months after the 1952 election. 

Mr. Fay. To gather all that information ? 

Mr. Scurorn. To gather it together. 

Mr. Fay. Did you find any deficiencies that might have been of 
interest to this committee as far as those reports are concerned 
dealing with the reports? 

Mr. Scurora. Well, one minor one. A lot of the committees that 
report periodically during the year do not make a cumulative total. 
We would like to see them do that because if they don’t we have to, 
and I think it would be of more interest to the public to have that 
cumulatively done. 

Some committees do it as a matter of course. 

Mr. Fay. Have you any views with respect to the frequency with 
which the reports presently are filed, four times a year? 

Mr. Scurorn. That seems satisfactory to us. 

Mr. Fay. Would anything be served by reducing it at all from 
the standpoint of the volume of work entailed ? 

Mr. Scnroru. I would not want to see it reduced beyond 3 reports, 
maybe 1 at midyear and 1 in the fall, especially in an election year, 
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at election time, and 1 at the end of the year, a complete annual 
report. 

Mr. Fay. Do you have any views at all with respect to the reason- 
ableness of the proviso that forbids corporations and bankin 
institutions and labor unions to give or spend money in Federa 
elections ? 

Mr. Scuroru. As to the reasonableness of it / 

Mr. Fay. Yes. 

Mr. Scurorn. I think it is practical. It is evaded in spirit, but | 
think if you have to go back to this full disclosure idea, no limita- 
tions, that it may not be necessary. 

Mr. Fay. And that actually corporations, as corporations, might 
conceivably be permitted to make contributions to committees ¢ 

Mr. Scurorn. I am in favor of full disclosure. If they do that, 
then it would be reported. 

But I am not prepared to comment on whether or not as a moral 
or legal thing they should be able to do it. 

Mr. Fay. Mr. Kaufman, I would like to direct a few questions to 
you with respect to the lobbying statute. 

Could you tell the committee what measure might be taken to 
make the data more easily accessible ? 

Mr. Kaurman. As you know, the situation is comparable with 
the reports of the lobby groups as to the reports of the campaign 
expenditures. 

Mr. Fay. By that you mean with respect to the depository being 
with the Secretary of the Senate or Clerk of the House? 

Mr. Kaurman. Yes, | think the situation is similar in that an 
agency of some sort which administers these reports is in order. 
Just how far the committee wants to go in creating such an agency, 
or to what extent this agency should have authority, I think would 
probably rest pretty much with the committee. 

Mr. Fay. How many reports are filed? They are quarterly re- 
ports, are they not? 

Mr. Kavurman. That is right. 

Mr. Fay. Do you know how many are filed in any given quarter? 
Have you had occasion to ascertain that ? 

Mr. Kaurman. I don’t have an accurate figure to give you. I think 
that if one would count the reports, that is the group reports as well 
as the individual reports, you would probably come up with a figure 
pretty close to 1,000. 

There are approximately 200, somewhere in the vicinity of two to 
three hundred groups reporting steadily, quarter by quarter. 

Mr. Fay. That would mean anywhere from six to seven hundred or 
five to eight hundred individuals that were filing similarly in the 
quarters ? 

Mr. Kavurman. I believe there are that many, sir. 

Mr. Fay. How long have you been associated with Congressional 
Quarterly ? 

Mr. Kavurman. About 2% years. 

Mr. Fay. You are not familiar, then, with the requirements, or with 
the reporting system that was in existence shortly after the enactment 
of the Lobbying Act in 1946? 


Mr. Kavurman. Not personally, not from personal experience. 
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Mr. Fay. Have you had some knowledge from dealing with the 
office there and the reports ¢ 

Mr. Kaurman. I have had reports on it, both written and personal, 
from some of the people concerned. 

Mr. Fay. How do they compare with the number numerically filed 
8 or 10 years ago compared with today ¢ 

Mr. Kaurman. Iam sorry; I cannot answer that. 

Mr. Fay. You do not know that? 

Mr. Kaurman. No. 

Mr. Fay. Do you have any thoughts with respect to the need for 
the requirement of quarterly reports and the value of quarterly reports 
as far as lobbying is concerned ¢ 

Mr. Kaurman. I certainly think that we need no more than quar- 
terly reports. 

There is a possibility of reducing the number perhaps. 

Mr. Fay. Semiannually ? 

Mr. Kaurman. Semiannually perhaps. Perhaps that would be 
satisfactory. 

Mr. Fay. Do you have immediately in mind any way of simplifying 
the reports that are presently required to be filed ¢ 

Mr. Kacurman. I would have some suggestions. I think they are 
administrative in nature. The form for one thing could be revised 
and simplified. 

I think that the registration should be severed from the report rather 
than having a single form serve both purposes. 

I think you possibly could have individuals employed by a group 


report on a single form with the group rather than have all the indi- 
viduals and the groups file separately. 

Mr. Fay. That would enable a cross checking as far as the groups 
are concerned with the individual working for them, which is not 
possible today ¢ 

Mr. Kaurman. Yes. I can see where a form might be developed 
where a group would list the individuals serving as legislative agents, 


listing t 
group. 

I think those are the figures that are significant. 

Mr. Fay. What is the practical effect of printing the lobbying 
data in the Congressional Record? Are you familiar with that? 

Mr. Kaurman. Yes, I am. As you know, this is the only official 
record we have on the lobbying reports. Again I think the publica- 
tion of these reports could be improved administratively. As you 
know, these reports of groups and individuals are run alphabetically 
in the record and the groups and individuals are not separated. It 
makes it difficult to work with under those situations when you are 
doing research. 

Mr. Fay. Have you any knowledge of the cost involved insofar 
as printing the full reports in the Congressional Record ? 

Mr. Kavurman. No, sir; I do not. 

Mr. Fay. It has been indicated that it is extremely high. 

Mr. Scurorua. Mr. Fay, could I comment on that / 

Mr. Fay. Yes. 

Mr. Scuroru. It seems to me merely to list those who reported, 
those organizations and individuals, would be sufficient if the reports 
would be readily available wherever they are filed. 


1eir expenditures individually and giving a total for the 
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Mr. Fay. Can you develop that a little bit more ? 

Mr. Scurorn. Rather than list all the information in the Congres- 
sional Record, which would be very expensive, I am sure, and take 
pages and pages, if you just listed periodically the individuals and 
the organizations who filed their lobby reports, that would be suffi- 
cient to inform the public and the press on who filed. 

If they have further interests, then going to a proper administra- 
tive agency within the GAO or in the House Clerk’s office, they could 
find the full report and get the additional information if they wanted 
it. 

The Cuarmman. Would you not include in that the overall expendi- 
ture in the Congressional Record ? 

Mr. Scuroru. I think that would be a good thing. 

The CuatrMan. Say representing a sugar industry, or representing 
a labor union, or representing the NAM, following the listing of the 
filing of the report, would you give the overall amount? 

Mr. Scurorn. I think that would be a good thing to include. 

The Cuatrman. If you listed only $25,000, somebody would say, 
Well, that is insignificant. But if it were $500,000, somebody might 
want to go search for the details. 

Mr. Scnrorn. Yes, sir. 

Mr. Fay. Do you have any views with respect to whether or not 
the Lobbying Act and the Corrupt Practices Act could be administered 
by a common administrator ? 

Mr. Scurorn. Well, I think they could be very well. It would 
just increase the size of the office. I see no reason why you should 
have to separate administrative agents, one handling one and one 
handling the other. 

Mr. Fay. Both acts specifically deal with the actions of the legis- 
lative body ? 

Mr. Scurorn. Yes. 

Mr. Fay. And contacts with the legislative body? 

Mr. Scurorn. Yes. It would be a very logical thing to put them 
together. 

Mr. Fay. That is all I have, Senator. 

The Cuarrman. Are there any questions? 

Senator Gotpwater. No. 

The Carman. Gentlemen, do either of you have further sug- 
gestions or recommendations? Maybe in questioning we have over- 
looked something you have in mind. 

Mr. Scurorn. Sir, on these lobby registrations, at the moment when 
one goes into the Clerk’s Office to find out what a lobby group sub- 
mitted in his report, it is very difficult for the Clerk to find it—not 
difficult to find. but itis werk. And I would like to suggest that either 
the Clerk’s Office or any administrative agency set up by a new bill 
be provided with some sort of modern equipment, such as microfilming 
or microcarding, so that the original reports would not thereafter be 
handled and that the microfilm and microcard equipment would be 
readily available to the public. I think that would ease the job of 
the administrative agency and certainly would hasten the job of 
reporting. 

The Cuatrman. Is there anything further, Mr. Kaufman? 

Mr. Kavurman. I might add one thing again that is administrative 
in nature. I think the way the act is operating at the present time 
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is unfair to those groups who do report. Because I think it is obvious 
that there are many groups of the same nature of the groups that are 
reporting who do not comply with the act. 

In this sense it is certainly unfair to those who do comply. 

Further, the groups that do comply, comply very inconsistently in 
terms of their methods of reporting. There is a great deal of vari- 
ation between the method of reporting, between those groups that do 
comply, and I think again this 1s a problem that could be worked out 
administratively, but I think it certainly should be done. 

The Cuatrman. We are going to have to have some kind of differ- 
ent administration authority than merely the Clerk of the House and 
the Senate, unless we give them adequate staff to do the detail work; 
is that correct ? 

Mr. Kaurman. Yes. I think that adequate staff and facilities 
should be provided to do this. 

If you are going to have a lobby act, it requires some administration 
and I think that should be provided. 

The Cuamrman. Thank you, gentlemen, very much. 

What I have said regarding the response of the press applies to you. 
We appreciate it. 

I think there are those in the publication business that can be very 
helpful to the committee. I think the testimony this morning has 
been helpful. 

We appreciate your presence. Thank you for your cooperation. 

Mr. ScurotuH. Thank you, Mr. Chairman. 

The Cuatrman. We shall take a recess until 1:30. We have an- 
other witness scheduled for this morning. I personally have an ap- 
pointment at the noon hour that I should keep. 

Beginning at 1:30 we will hear the witness scheduled for this morn- 
ing, Mr. Haddock. He will be the first witness but his testimony 
may have to be interrupted because the committee feels it should 
hear Mr. Holland, former Assistant Secretary of State. 

In order to accommodate him we will begin his testimony at 2 
o'clock. We will go as far along with Mr. Haddock as we can and 
at that point possibly interrupt his testimony to hear Mr. Holland 
and then we will recall Mr. Haddock. , 

Those are the best arrangements we can make at present. So the 
committee stands in recess until 1 : 30. 

(Thereupon, at 12:15 p. m., the subcommittee was recessed, to 
reconvene at 1: 30 p. m., the same day.) 


AFTER RECESS 


(The hearing was resumed at 1:35 a 


The CuamrMan. The committee will be in order. 

(Members of the committee present at the convening of the hearing 
were Senators McClellan and Goldwater. ) 

The Cuatmrman. Mr. Hoyt S. Haddock, will you come around 
please? Will you be sworn? Do you solemnly swear that the evidence 
you shall give before this Senate special committee shall be the truth. 
the whole truth, and nothing but the truth, so help you God ? 

Mr. Happocx. I do. : 
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TESTIMONY OF HOYT S. HADDOCK, EXECUTIVE SECRETARY OF THE 
AFI-CIO MARITIME COMMITTEE, SILVER SPRING, MD. 


The CHatrman. Will you please state your name, your place of 
residence and your business or occupation, Mr. Haddock ¢ 

Mr. Happock. My name is Hoyt 8. Haddock, executive secretary, 
AFL-CIO Maritime Committee. My residence is 125 Spring Brook 
Drive, Silver Spring. 

I want to apologize, Mr. Chairman. I picked up a bug a couple 
of days ago, and I can’t talk too good. 

The Cuarrman. It is understandable, sir. We have all had a bug 
of some kind or other. We will be very considerate of that. 

As I understood you to say, you are executive secretary of the 
AFL-CIO Maritime Union? 

Mr. Happock. No; the committee. 

The CuHarrman. It is the maritime committee ? 

Mr. Happock. Yes, sir. 

The Cuarrman. Is there a Maritime Union, a National Maritime 
Union ? 

Mr. Happockx. There isa National Maritime Union. It is one of the 
members of the committee. 

The CuarrMan. That is one of the members of the committee ? 

Mr. Happocr. Yes, sir. 

The Cuatrman. How long have you been serving in the capacity 
you have? 

Mr. Happock. I came with this committee in 1941, as legislative 
representative. I later became executive secretary, and I do not recall 
the year that I became executive secretary, but I have served in the 
same capacity practically since I have been here. 

The CuarrMan. What are the functions of this maritime committee? 

Mr. Happvocx. The functions of the committee are to, or rather the 
primary function of the committee is to work for the American mer- 
chant marine, and we work both on the legislative end, and on the 
administrative end for laws and for administration of those laws 
which will improve the American merchant marine. 


The Cuatrman. Does that also include the political functions of 
the committee ? 


Mr. Happock. Yes; it does. 

The Cuarrman. What are your duties with the committee as ex- 
ecutive secretary ? 

Mr. Happocx. Well, I am responsible for the administration of the 
policies of the committee, which are formulated by the members unions. 
Those policies have to do primarily with the supporting of legisla- 
tion which is favorable to the merchant marine and to merchant sea- 
men, and opposing legislation which is unfavorable. 

The Cuarrman. You mentioned the National Maritime Union as 
a member of the committee. Will you give us the names of the other 
members of the committee? 

Mr. Happock. The other members of the committee are the Ameri- 
can Radio Association, district 4 of the United Steelworkers of Amer- 
ica, and International Union of Marine Shipyard Workers of America. 


The Cyatrman. Are those all of the units that compose the 
committee ¢ 


Mr. Happock. They are. 
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The Cuatrman. Each have representation on the committee, I 
assume. 

Mr. Happock. The president of each one of those unions is a member 
of the committee. 

The Cuarrman. | understand they are members of the committee. 
Is that a committee of individuals representing these different unions. 

Mr. Happockx. The president of each one of the unions is the com- 
mittee member. They formulate policy which I try to administer. 

The Cuamman. You undertake to administer that? 

Mr. Happock. Yes. 

The Cuatrman. Thank you. 

Now, I was just trying to get the background expressed on the 
record. 

Mr. Fay. How and by whom is your legislative policy determined, 
Mr. Haddock? 

Mr. Happock. It is determined in a number of ways, actually. 
Basically, it is through the union conventions and through the con- 
vention of the AFL-CIO. Overall policy is formulated and then it 
is supplied with respect to those policies as various measures come up 
in the Congress and before the various administrative bodies. But 
the basic policy is set forth at the AFL-CIO convention. 

Mr. Fay. And particularized by the committee in executive ses- 
sion; is that it? 

Mr. Happock. Basically what happens is that the committee sub- 
mits a draft resolution to the resolution committee of the convention. 
The resolutions committee goes over that resolution and presents 
what part of it it is in agreement to the convention floor, and the con- 
vention floor acts on it. The resolution that is presented is based, 
however, on actions that have been previously taken by the individual 
unions which comprise the committee. 

Mr. Fay. If it is approved, then your committee proceeds to carry 
it out. 

Mr. Hapvock. That is right. 

Mr. Fay. With you acting as executive secretary ? 

Mr. Happock. That’s right. 

Mr. Fay. How large a staff does the committee maintain? 

Mr. Happockx. We have normally myself, an economic assistant, 
and two girls. One is administrative assistant, and one is a clerk- 
typist. 

Mr. Fay. Do you as an individual or representative of the commit- 
tee register under the Lobbying Act? 

Mr. Happock. I do. 

Mr. Fay. Are you the only one that is registered for the 
committee ? 

Mr. Happock. Yes, I am. 

Mr. Fay. What is your annual budget, your operating budget ? 

Mr. Happocx. Up until this year, approximately $24,000. 

Mr. Fay. What is that required to cover? Does that cover 
salaries, as well as expenses ? 

Mr. Happock. It covers salaries, rent, supplies, equipment, travel, 
and all of the expenses of the committee. 

Mr. Fay. Does that include any salary as far as you are concerned 
as executive secretary ? 
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Mr. Happock. It does. 

Mr. Fay. It does not include the salaries of the members of the 
Committee ? 

Mr. Happock. It does not. 

Mr. Fay. Primarily, what committes of Congress do you appear 
before in behalf of your committee assignments ¢ 

Mr. Happock. Our primary interests lie before the House Merchant 
Marine and Fisheries Committee, the Senate Interstate and Foreign 
Commerce Committee, and the appropriating committees. How- 
ever, the Labor committees at times, also, are involved. At one time 
or another, we probably get before most of the committees on minor 
matters. But the main work is the House Merchant Marine and 
Fisheries, the Senate Interstate, and the appropriating committees. 

Mr. Fay. How do you present, from a practical standpoint, your 
views to these different committees? Is it in person, or by recom- 
mendations, or just how? 

Mr. Happocx. Well normally in person. We appear on the various 
bills in which we are interested, and normally we prepare a state- 
ment beforehand which is submitted to the AFL-CIO maritime com- 
mittee members for comment and consideration. Then their com- 
ment is brought back to my office and put in the final draft and that 
then is the basis of our statement before the congressional committees. 

Mr. Fay. You say “we appear.” Do you mean primarily you as 
an individual ? 

Mr. Happock. I normally appear. However, at certain times 
other people appear for the committee, particularly the Chairman, 
Mr. Curran. He frequently appears for the committee. 

Mr. Fay. How do you attempt to keep your membership informed 
of the legislative activity of your committee ? 

Mr. Happoc. Well, all testimony is sent out to the member unions. 
We publish 

Mr. Fay. To every individual member of the unions? 

Mr. Happock. No, it is sent to the headquarters of each union. 
Normally we also send it to the branch office of the seagoing unions, 
and then we publish biweekly a column from here, which gives the 
highlights of things that are happening. Most of that is carried in 
some of the publications of the unions. 

Mr. Fay. What is the principal publication of the Maritime Union‘ 

Mr. Happock. The National Maritime Union has the Pilot. 

Mr. Fay. What circulation does that have as far as its members are 
concerned, approximately ? 

Mr. Hanpock. W ell, they print about 50,000 copies. I do not think 
that each member oets acopy. These publications are put aboard the 
ships in bundles, and the members pass them around on the ships so 
that it does get more distribution than that. It is distributed in 
various ports. It is in all of the offices, for example, of the United 
Seaman’s Service, which performs the recreational function for mer- 
chant seamen in foreign ports. It is in their libraries. 

Mr. Fay. Is that the method you use to require or seek the assist- 


ance of your members in support of legislation as far as specific legis- 
lation that you ask them to support is concerned 

Mr. Happock. That is the principal one, through the Pilot. There 
are other methods, however. The American Radio Association has a 
COPE broadcast, a press broadcast to ships weekly. Important things 
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are put in that. We did have a voice broadcast for some months in 
which this material was put in also to the ships. 

Mr. Fay. In those would you request the members to contact their 
Representatives and Senators 

Mr. Happock. If the matter was sufficiently important enough, we 
would, yes. 

Mr. Fay. Now, did you at any time during this past year and dur- 
ing the political campaign publish a voting record of the Representa- 
tives and Senators of the Congress / 

Mr. Happock. No. I don’t believe we did. However, we did send 
out the voting reeord that ee by COPE. 

Mr. Fay. To the members of your union ¢ 

Mr. Happock. Not tothe members. It was sent to the headquarters 
and to the branches of the union. 

Mr. Fay. Similar to the distribution of the Pilot, the distribution 
of the Pilot magazine ?¢ 

Mr. Happock. We did not put it aboard the ships. 

Mr. Fay. With respect to the campaign participation of your com- 
mittee, would you describe to the committee here just how and what 
part that committee took in the last presidential election ¢ 

Mr. Happock. Well, I think the only part that was taken actually 
by the committee in the presidential election was a couple of columns 
which I wrote in the paper on some of the issues in the election. I 
think that is the only part we took in the presidential election. 

Mr. Fay. Well, I used the words “presidential election” and I meant 
the general elections that were being conducted this ~ November. 


I had particularly in mind the as, en vou took in a financial 


way, just to describe to the committee how your finances are secured 
and how they were disbursed by the union. 

Senator Gotpwater. May I ask a question there, Mr. Haddock? 
Your union didn’t endorse a presidential candidate; did it? 

Mr. Happock. Well, the committee which I worked for did not. 
However, I think all of the unions individually did. 

Senator Gotpwater. I thought the maritime group was one that 
didn’t. 

Mr. Happock. I am not positive of this, but it is my belief that 
each one of them did, individually. 

Senator GotpwaTer. But you, as a committee, did not. 

Mr. Happock. The committee did not. 

Mr. Fay. Could you then just briefly describe to the committee 
what I suggested there as to your participation, financially ? 

Mr. Happock. Well, I will use the National Maritime Union, be- 
cause they are the ones that I work closest with on the political 
angle. 

Mr. Fay. Please do; yes. 

The Cuarrman. Is this disassociated from the committee ? 

Mr. Happock. Well, the National Maritime Union is a member of 
the committee. 

The Cuarrman. I know it is. 

Mr. Happock. And of course I do their Washington work. 

The Cuatrman. I understand, but now I am trying to determine 
whether you are going to give us the National Maritime Union activ- 
ities first, and then you are going to give us the committee next, or 

841315724 
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did the committee have any political activity? That is what I am 
trying to get straight now, before we proceed. It is all right, if you 
go ahead with the National Maritime Union. I am not objecting to 
that. 

Mr. Happock. | have to, to tie it together, actually. I was trying 
to think of how to separate it. 

Mr. Fay. May I suggest one point there? The total budget of 
your committee of all sources of income, it was $24,000 ¢ 

Mr. Happock. That is right. 

Mr. Fay. So that your particular committee had no individual 
account, for instance, that was used for political purposes. 

Mr. Happock. None at all. 

Mr. Fay. Whatever political purposes financially the unions inter- 
ested themselves in were through the individual units, such as you 
are now going to describe, the National Maritime Union’s participa- 
tion ? 

Mr. Happock. That is correct. 

The Cuarrman. [am trying to get it clear. 

Mr. Happockx. The National Maritime Union as the other seagoing 
unions, received donations, political donations, from their members to 
COPE. These donations on the part of the National Maritime Union, 
one half of it is submitted to COPE nationally, and the other half is 
retained by the National Maritime Union. From that half which the 
National Maritime Union keeps, they make contributions to various 
political candidates. The part that I played in that as executive 
secretary was simply to advise the National Maritime Union whom 
I thonaht they ought to make contributions to, and in what amounts. 


They considered my recommendations and then acted upon my recom- 
1 


mendations, plus whatever other information they had. 

Mr. Fay. Do you have it in your mind at the moment what the 
total amount of contributions were that were transferred to COPE 
and then correspondingly, if you kept 50 percent, the amount retained 
by the Maritime Union? 

Mr. Happocx. I don’t have either of those figures. They will not 
be available until the auditor of the NMU audits those books. I dis- 
cussed that question with President Curran yesterday, of the NMU, 
asking him for the statements so that I could submit them here, and 
he said that he would much prefer if the committee would not object, 
that those be gone over carefully by the auditor, and that he would 
prefer that they be submitted through his secretary-treasurer. 

Mr. Fay. Who is the secretary-treasurer ? 

Mr. Happock. The secretary-treasurer of the National Maritime 
Union is John MacDougall. 

The Cuairnman. As I understand your testimony, you do not have 
the figures ? 

Mr. Happocx. I do not have the figures. 
The Cuairman. You might have a rough idea of what they amount 
to. 

Mr. Happock. It would be a pure guess. They are published every 
2 weeks in the paper actually, but I got in yesterday and I did not go 
to the office and I just haven’t seen their paper. 

The Cuatrman. How soon would that audit be available or be com- 
pleted so that. the committee may be furnished with that information? 
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Mr. Happock. I should hope very soon. Mr, Curran is going to be 
down here tomorrow and I intend to discuss the question with him, and 
let Mr. Fay and Mr. McGovern know about it. 

The CHarrman. When they are available will you furnish them as 
a part of vour testimony / 

Mr. Happock. Well, if the committee does not object, 1 would pre- 
fer that they be submitted through the NMU, which is the way Mr. 
Curran wanted to do it, because it is his fund and it is not the Com- 
mittee fund. I will certainly pass the information on to him though. 

The CuammMan. Well, of course, we can subpena him if that is nec- 
essary. I am just trying to avoid having to hear so many witnesses. 
If you can supply it, or it can be supplied to you, you can supply it to 
the committee, very well. If not- 

Mr. Happock. I am sure it can be supplied to the committee but I 
think that he wanted to do it this way, simply because I am Execu- 
tive secretary of the committee which does not have control over these 
funds at all. 

The Cuairman. That is all. It would be quite proper for them to 
submit. I am not objecting to that other than trying to expedite this 
to a conclusion and getting the information we want. I am sure 
whether you give it or they give it, the figures would be the same, if 
they supplied the figures. 

Mr. Happock. That is right. 

Senator GotpwarerR. What would be a rough guess on those 
contributions ¢ 

Mr. Happocr. I would guess S50,000, 

Senator Gotpwarer. That would be $50,000 on each side? 

Mr. Happock. $50,000 total. $25,000 to COPE, $25,000 retained by 
the National Maritime Union. 

The Cuatrman. Do I understand that you did not handle any part 
of that fund insofar as making campaign contributions out of it? 

Mr. Happock. No, that is the function of the NMU. The only thing 
I did was that I actually delivered some of the checks which they pro- 
vided me with. But I made none of the contributions. 

The Cuarrman. The campaign contributions were made by check? 

Mr. Happock. That is right, they are all made by check. 

The Cuarrman. And you personally delivered some of them to the 
candidates or to their committees ? 

Mr. Happock. That is right; I did. 

The CHarrman. Allright. I may say to you that that information 
as to the amount is of importance to the committee and we want it. 

Mr. Happocr. That’s right. 

The Cuarrman. We will proceed. 

Mr. Fay. Do you know whether or not you have filed any reports 
with the Clerk of the House, listing the contributions and expedi- 
tures of the maritime union? 

Mr. Happock. I know that I have not. Whether they have or not, 
IT don’t know. 

Mr. Fay. You say that you know you have not? 

Mr. Happocx. That is right. 

Mr. Fay. You are not answering as far as the union is concerned. 

Mr. Happocx. I do not know whether the NMU has or not. 
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Mr. Fay. What is the source of the contributions that are used for 
the purposes of individual contributions to either congressional or 
senatorial contests ? 

Mr. Happvocx. They are from the individual members of the NMU. 

Mr. Fay. How are they secured ? 

Mr. Happock. By the members making the contributions to the 
patrolman or the agent in the port where his ship may be. 

The CHarrman. Let me ioe another question along that line. 
Was the individual member when he contributes, does he designate 
to whom that contribution should go? 

Mr. Happock. No; he does not. 

The Cuarrman. In other words, the individual member contributes 
to a political fund. 

Mr. Happvock. That is right. 

The Cuarrmman. That fund, then, is administered and the deter- 
mination as to what candidates shall receive a contribution from it is 
made by whom ? 

Mr. Happock. That is made by the national office of the NMU. 

The CHatrman. Is that national office of the union, you mean the 
president of it who is a member of this committee ? 

Mr. Happock. That is right. There is the secretary-treasurer and 
three vice presidents and three national representatives comprise the 
national office of the NMU. 

The CHarrman. In other words, the president of the union and his 
cabinet, so to speak, determine what candidates should be the bene- 
ficiary of any part of that fund? 

Mr. Happocx. That is right, except that they may be, and often 
are, guided by resolutions from the ports, and from the ships, and from 
their conventions. 

The CuHarrMan. Resolutions in the form of recommendations, that 
is what they amount to? 

Mr. Happock. That is right. 

The Cuatrman. They are not binding and the final decision and 
discretion rests or is reposed in the president of the union and his 
advisory staff or cabinet members so to speak ? 

Mr. Happock. That is right, sir. 

Mr. Fay. Mr. Haddock, you undoubtedly are familiar with the 
stories that have appeared in the press that some of these union contri- 
butions have been compulsory, rather than voluntary, are you not? 

Mr. Happock. Yes, I am. 

Mr. Fay. Have you any opinion or views on that particular subject 
at all with respect to your operation in the maritime committee? 

Mr. Happock. I am sure that in the NMU there is no such thing 
as a forced contribution. It is entirely up to the individual as to 
whether he wants to make those contributions. The nature of the 
NMU and the industry is such that merchant seaman, I think, perhaps 
more than any other disenfranchised citizen, knows the importance 
of his political dollar. 

Mr. Fay. Do you have any thought as to the percentage of the 
membership that actually does contribute to that voluntary fund? 

Mr. Hanpocx. It will run close to 100 percent. I think that this 
year it probably ran over 100 percent. In other words, if the con- 
tribution that they were supposed to make or were asked for was 
$2, I think that it will run on an average of more than $2. 
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The Cuamman. I thought it was voluntary. You made an assess- 
ment or something in the nature of an assessment and you said they 
were expected to give $2 or expected to give $4; was that right? 

Mr. Happockx. What they do, the patrolman, or first of all the story 
is carried in the paper, the question of the contributions to COPE. 
That goes in practically every issue of the paper. Then the patrol- 
man in contacting the members on the ship asks them if they have 
contributed or want to contribute to COPE. The individual member 
then makes contribution, based upon what the actual COPE con- 
tribution is. 

The Cuarrman. Do you have any refusals? 

Mr. Happocr. Oh, yes, there are refusals. 

The CHatrman. Are any reprisals imposed against those who 
refuse ? 

Mr. Happocx. No. 

The Cuamman. No favoritism shown those who make contribu- 
tions? 

Mr. Havpock. None whatsoever. 

The Cyatmrman. No discrimination against those who do not? 

Mr. Happocx. There can’t be. 

The CHarmman. In the matter of employment or assignment to 
work ¢ 

Mr. Happocx. They can’t be discriminated against because they 
run their own hiring hall, and they determine their own rules and 
enforce their own rules. The officers of the union simply carry out 
those rules. 

The CHatrman. They do not determine who their dollar goes to. 

Mr. Happocx. No, they do not. 

The Cuamrman. They give their dollar and someone else determines 
that. 

Mr. Happock. They have learned through experience that their 
dollar goes to the candidates that are most interested in the American 
merchant marine and that is the thing that they are interested in. 

The CuHatmrman. When they make the contribution, they do not 
know what candidate is going to get their dollar. 

Mr. Happocx. No. 

The Crarrman. Are they told, is it told to them, or is that de- 
termined before they make a contribution, or are they informed that 
“Now we have selected these 5 candidates or these 2 or these 10 or 20, 
or whtaever it is, and if you make a contribution it will go to these 
candidates” ? 

Mr. Hapnock. That is not normally done. 

The Cuarrman. Is it done at all? Isn’t the determination made 
after the dollar is given ? 

Mr. Happock. Oh yes, that normally happens; after the money is 
given. 

The Cuatrman. So at the time of actually contributing, he doesn’t 
know where his dollar is going. 

Mr. Happock. No. 

The CHarrman. But he trusts to his union leaders, to the president 
and his staff or cabinet, to spend the money for political purposes as 
contributions to the candidates who in their judgment are favorable 
or as the word is frequently used, “Who is our friend.” 
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Mr. Happock. That is right. For example, in raising the money 
and pointing out the necessity of it, I recall that one article in The 
Pilot by President Curran dealt with the reelection of Senator Magnu- 
son, who is considered the main proponent of the American merchant 
marine in the Senate. Well, I am sure that the mention of Senator 
Magnuson’s name in the paper had a lot to do with the raising of funds 
for the contributions. 

The Cuarrman. I wasn’t trying to get the name of any Senator in 
the record and I am not trying to smear anybody, but I am trying to 
develop a pattern of how these funds are raised and how they are 
anal: It is not the purpose of the committee to single out any- 
body to embarrass them. Senator Magnuson has long been known 
to be and is recognized as a leader, I think, or among the leaders in 
the Congress, of those vitally interested in the merchant marine and 
in the various aspects of transportation. 

Mr. Happock. The merchant seamen centainly consider him so. 

Senator Gotpwarer. Mr. Haddock, might 1 ask what the com- 
mittee’s attitude was toward Senator Butler of Maryland who is 
equally interested in it? 

Mr. Happock. I made a recommendation that Senator Butler re- 
ceive a contribution. 

Senator Gotpwarer. I just wanted to determine the bipartisan 
attitude. 

Mr. Happockx. What I normally do is take the voting record of the 
Congressman concerned, and also his activity in maritime, and put 
those two together. If his activity in maritime is good and his voting 
record is good, on general matters, I recommend that he get a 
contribution. 

The Cuarrman. What about an inland Senator like me? I do not 
have any ports and I guess I would not be eligible. 

Mr. Happock. I think that you would be, sir. 

The Cuatrman. I am glad to know that. 

Mr. Happocx. For example, the time before last when Senator 
O’Mahoney ran, we gave him some help. For example, the Senator 
that was up in Oklahoma this session, I contacted him and told him 
that I was prepared to send his name in for a recommendation for 
some funds, and he said, “Don’t do it; I don’t need any money, and see 
that it goes to Senator Magnuson.” 

The Cuamman. That is another Democrat, and he stayed within 
his own party. 

Mr. Happock. That is right. 

Mr. Fay. Now, Mr. Haddock, as a registered lobbyist, it is your 
responsibility and duty to actually contact the representatives of the 
different committees before whom legislation is pending in which 
your union is interested ? 

Mr. Happocxk. That is correct; it is. 

Mr. Fay. So that in your particular case, you are in the position of 
on the one hand seeking assistance for the support of legislation, and 
on the other hand in a campaign, in a general election, in a position of 
giving support to those from whom you sought support. 

Mr. Happock. That is right. 6 

Mr. Fay. Is that a practice that is common to the unions or is that 
just a practice as far as Maritime is concerned, do you know? 
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Mr. Happock. I would say it is common to unions, to the best of my 
knowledge. 

Mr. Fay. Do you know of others who handle it the same way, that 
the registered lobbyist is also in a position of at least determining or 
recommending those to whom contributions shall be contributed or 
made available? 

Mr. Happock. It is my belief that that is generally true of unions. 

Mr. Fay. It is done at least as far as your union is concerned ? 

Mr. Happock. Yes. 

The Cuairman. In other words, this is the real pattern, and I am 
not applying it to your union or to labor groups, but I think possibly 
we will find it prevails, if not in every instance, in a number of cases 
to other organizations and groups that may maintain lobbies here in 
Washington, registered lobbyists—that the same people who lobby 
with the Members of Congress with respect to legislation make their 
recommendations when a political year comes around regarding con- 
tributions. Is that true? 

Mr. Happockx. That is my understanding. 

The CHarrman. That is at least your practice and the practice of 
your union. 

Mr. Happocx. And I understand it is the practice of many others. 

The CuarrMan. I wonder if that is a wholesome thing! 1 am just 
thinking out loud for a moment, and I will ask you to think with me. 
Is that a wholesome thing? Is that something that is inextricably 
associated with democracy in our system of government, that the men 
who come to us and plead with us or try to persuade us to become 
their friend and think their way—if so you can get a contribution in 
the next campaign, and if you don’t the contribution may go against 
you to your opponent. I am wondering if that is a wholesome thing? 
I think it prevails, and I am trying to determine whether if it is a 
wholesome thing, it should not be condemned. If it is unwholesome 
in American political life in our system of government, how can we 
prevent it by law? Can you give us any enlightenment on that? 

Mr. Happock. I can only give you my own opinion, sir. 

The CHarrmMan. We are glad to have it. 

Mr. Happock. Separating myself from my job as a lobbyist for a 
moment, and becoming a citizen, I would make political contributions 
to candidates who I wanted elected who voted the way I thought they 
ought to vote. And the way I let them know I think they ought to 
vote. 

The Cuamman. You do that as a citizen, as a private citizen / 

Mr. Happock. Yes, and so what I do as a lobbyist is actually no 
different from what I do as a citizen. I cannot see that there is any- 
thing unwholesome about it. I think it is a part of democracy. I 
think unfortunately—— 

The Cuatrman. I just wanted to get your views, and I am not con- 
demning, and I am not criticizing. 

Mr. Happocr. I understand you are not. 

_ The Carman. As a Member of Congress I don’t think that there 
is any stigma about being a lobbyist, when it is out in the open, any 
more than being an attorney representing a client. But the impression 
gets abroad that Congress is subjected to pressure lobbyists, and they 
yield to this group or to that group that is able to have paid repre- 
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sentation here to lobby with Congress, whereas the general public 
and the consumer has no one here to protect his interest. Therefore 
it is often thought that we are subjected to and yield to that undue 
pressure, and vote for the interest of special groups who at election 
time, like your union does, goes out and says, “This man is our friend, 
and we ought to contribute to him.” You don’t say he is a good 
American, and you don’t say he is voting for the general interest of 
all of the country, but you say he is a friend of the union or he is the 
friend of the National Chamber of Commerce, or he is a friend of the 
railroad man, or he is a friend of the farmer, or he is a friend of some- 
one else, instead of predicating your support of him on the basis that 
he is a good American and an able man in Congress and representing 
the public interest at large. 

It creates a bad impression. I don’t know that there is any way 
to stop it. 

Mr. Happock. I don’t think that there is, because I think that there 
is a basic misconception of what lobbyists do. 

The Cuatrman. I think that you are correct in that. 

Mr. Happock. For example, I think that most organizations do not 
oppose a Congressman because they do not agree with him all of 
the time. For example, I know that there are plenty of Congressmen 
who are just as good Americans as other Congressmen that we do 
support. Our views just happen to differ. That does not mean that 
their views are wrong and ours are right. But certainly I am going 
to recommend that we support people whose views agree with mine. 
That is the way we think. 

I find that everyone has just as much chance of being correct on 
the subject asI do. I think if we could approach all of these questions 
in that manner, we would not be condemning people just because they 
happen to disagree with us on something. 

The Cuatrman. I thing that is a very generous and proper attitude. 
I try to maintain it. Sometimes a little prejudice may creep in. 

Mr. Happock. I think basically the question of a lobbyist making 
the recommendation as to who is going to get financial support from 
his company or his union is a normal part of the function which you 
can’t separate from it actually. If my boss is going to make a con- 
tribution to Senator McClellan, he is going to ask me first whether 
he should make it. 

The Cuarrman. Whether he should make it? He is going to ask 
you because you are on the ground here. 

Mr. Happock. And I know. That is right. 

The Cuarrman. Now let me ask you another question at this point. 
Do you make these political contributions on the basis of anticipating 
that that contribution will have some influence upon the Congressman 
or manana’ judgment and decision in the future as to how he shall 
vote ¢ 

Mr. Happock. I do not know whether I can answer that or not. I 
will say that as far as I am concerned, they are made on past 
performance. 

The Cuarrman. But maybe a man has never been elected before 
and he has never served before in Congress? 

Mr. Happock. It is on whatever record that we can obtain on the 
man. 
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The Cuarmman. He may have none, and he may be just making 
promises and you have to go on that sometimes. | 

Mr. Happock. I have never made a recommendation on anyone that 
[did not know. Asa matter of fact, there have been very few recom 
mendations for people running for office for the first time where | 
have made a recommendation. 

The Cuamman. But you make the contribution on the basis of the 
man’s record to date, where he has a record. 

Mr. Happock. And we anticipate, however, that he is going to con- 
tinue that type of a record in the future. 

The Cuarrman. That kind of record in the future. If you did not 
anticipate that you would not contribute, would you { 

Mr. Happock. That is correct; we would not. 

Mr. Fay. Has there ever been any instance that you know of, Mr. 
Haddock, where you have made a contribution with any discussion at 
the time as to particular legislation that was coming up, or it was 
anticipated in the following session ¢ 

Mr. Happock. No. 

Mr. Fay. You never had any such discussion with any person to 
whom you contributed ¢ 

Mr. Happock. I have never tied any condition to any contribution 
I have ever recommended to any Congressman or any that I ever made 
personally. 

Mr. Fay. You have made some personally ¢ 

Mr. Happock. I have. 

Mr. Fay. And you knew the implication might reasonably be there 
in the mind of the individual receiving the contribution that you were 
going to be back in the next Congress pushing the legislation which 
your union was personally interested in ¢ 

Mr. Happock. Well, it did not occur to me that I knew that I was 
going to be back. But I am sure that he did. 

Mr. Fay. You can see the reasonableness of the inference. It is 
there, is it not? 

Mr. Happock. There is no question about it being there. 

The CuHamman. Let us go back now to making a few comparisons 
to what we call the Case incident. 

You say now you do make contributions on the basis of past records 
in anticipation that that record may be continued. In the Case inci- 
dent, as I recall, legislation was pending on which a vote was expected 
at that session of the Congress. Somebody makes a contribution, and 
a rather large one, and it is discovered that it comes from a source, 
the oil industry, and the Senator declined it. He is also a Senator 
and a candidate. He declined it. 

Now, where is the moral difference or distinction bet ween that con- 
tribution that was made or attempted to be made and those that are 
made by your union ? 

Mr. Happock. Well, I think on the one hand, where you make a 
recommendation for contributions to a candidate, or give a candidate 
contributions for the purpose of getting him reelected in a race, you 
do not tie that to specific legislation. 

The CHamman. However, it cannot be said that the candidates to 
whom you contributed during this last session of Congress here in 
this last campaign, that there was still legislation pending in which 
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you were interested and in which you hoped and expected their vote 
would be in favorable to your point of view, can you? 

Mr. Happock. Well, with one exception, yes, because all of the con- 
tributions were made after Congress recessed. 

The Cuarrman. After the Congress recessed 

Mr. Happocx. Yes, and that normally does happen, that they are 
made after, because that is when we get the voting record. 

The Cuarrman. I am not trying to condemn anybody. I am try- 
ing to draw or establish here a mark of demarcation, or a line of 
demarcation. 

Mr. Happock. I see the problem. 

The Cuarrman. Of differentiating between the general pattern of 
campaign contributions of individuals or groups or organizations 
contributing to those who are “our friend,” and I put “our friend” in 
quotation marks, and making vontributions against those who are not 
“our friend,” and the man who made this contribution or undertook 
to make a contribution in the Case incident in the hope and expecta- 
tion that that contribution might influence him to vote according to 
his point of view on the pending legislation. 

Now how can we draw the distinction, and where is the line of de- 
marcation between morality and impropriety ¢ 

Mr. Happock. I think the distinction would be that I would not 
make a contribution to a Congressman who was considering legisla- 
tion that I was very much interested in. 

The CHarrman. I believe you just made one exception a minute 
ago. 

Mr. Happock. I did. 

The CuatrmMan. You made one contribution before the Congress 
adjourned ? 

Mr. Happock. That is correct. 

The CHatrman. Well, he was considering legislation that you were 
interested in, was he not? 

Mr. Happock. Yes, I think he was. 

The CuHarrman. It was pending? 

Mr. Happocx. I think it was. 1am sure, though, that he at no time 
considered that the contribution I was making was tied to any legis- 
lation that he may consider. 

The Cuarrman. I would not assume that he did. 

Mr. Happock. I am sure that he wouldn't. 

The Cuarrman. I think it is pretty hard to just get all of the facts 
on each side in one picture, and see the difference. But if I am doing 
anything, I hope I am pointing out the difficulty this committee is 
having and that the Congress is going to have in writing corrective 
legislation that will prohibit that which is wrong, and permit that 
which is right. But draw the Jine of demarcation by statute, so we 
may all know where it is. 

Mr. Happock. I can understand the problem. As far as we are 
concerned, I think basically it can be solved by not making contribu- 
tions while Congress is in session. 

The Cuarrman. While Congress is in session ? 

Mr. Happocx. Yes, and in other words, make them—— 

The Carman. Wait a minute here. My primary comes off before 
Congress adjourns. 
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Mr. Happock. It sure does. I see the problem. Certainly no one 
ought to make, and I don’t know how you can prohibit this, but as a 
matter of morals, I don’t think that anyone ought to make a contribu- 
tion to a candidate for the purpose of influencing a specific piece of 
legislation. It should be based on his general record. 

The CuHarrman. Would you include in that the other alternative, 
or the other approach to it, making a contribution as a reward for 
services performed in the past, for past voting‘ 

Mr. Happocx. I would say definitely not a reward. But how are 
you going to determine whether it is a reward or a contribution to 
return the man to continue the good work he has done ! 

The Cuarrman. Of course, returning him is a little bit of a reward. 

Mr. Happock. It is a reward, yes. 

The CHarrMAN, I am just trying to get you folks who engaged in 
this business or profession, and I am not condemning it at all, to help 
us find the way to stop that which is evil. 

Mr. Happock. I appreciate the challenges you are putting out, and 
I haven’t thought of many of them, as a matter of fact. 

The Cuarrman. They are challenges to us, and the American people 
are looking to us to try to find a remedy here. 

Mr. Happocx. There is no question about it. 

The Cuarrman. To find ways to improve the situation. 

Mr. Happocx. I have given a great deal of thought to this problem, 
and I have discussed it with a number of people, and I may say that 
I have myself some very radical views as compared to most people 
on political contributions. I am basically opposed to them. But I 
don’t know how we can eliminate them. 

The CHArrmMan. If you are going to stay in the contest, you feel 
you had better make a few contributions. 

Mr. Happock. That is just the point. The whole question of elec- 
tions has become so expensive that I think it is outrageous myself. 
I wish there were some way, and I am frank to tell you that I haven’t 
come up with any answer. I don’t know of any way to solve this 
problem of seeing that good legislators are returned to the Congress 
all of the time, because they have these expenses of being elected and 
they certainly can’t take them out of their own salaries. 

The CHarrmMan. Well, of course, in the final analysis and in the 
final determination in the settlement of the issue, it is going to have 
to rest with the conscience and the character and the stature of the 
individual who accepts the money or accepts the contribution. I 
do not care what laws are passed. Ultimately the final decision and 
the results are going to be determined by the stature and the character 
and the integrity of the man who accepts the contribution. Is that 
not true / 

Mr. Happock. I consider it myself a moral question which I don’t 
think can be legislated. Asa matter of fact, when we wrote the reply 
to Senator Kennedy’s questionnaire, we dealt on this very problem. 
As I recall, I pointed out in the letter, and that letter dealt with 
lobbying, and not political contributions specifically, but I said in the 
letter that going on and talking about lobbying without the Cong- 
gressmen themselves accepting their own responsibility in the thing 
would never in my opinion solve it. It took two people to make a 
deed that was incorrect. One of them had to be the Congressmen, and 
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one had to be the other individual. We had to find some way to 
eliminate that situation. 

In my opinion, if there is a technique of lobbying, and I have my 
own special one, it seems to me that when you approach a legislator 
you try to approach him with facts, to convince him that what you 
are asking for is for the best interests of the country. If you can't 
back that up, then it is up to the legislator to tell you that it 1s not for 
the best interests of the country and you had better get your facts 
straightened out. 

The Cuamman. And he is not convinced of it? 

Mr. Happock. That is right. 

The Cuarman. And I think for that reason, I do not condemn 
lobbying as such. I think lobbying can be a very wholesome thing 
and a very helpful thing if those who lobby, as we use that term, 
actually ema research and otherwise develop and submit facts 
to legislators for them to consider. Sometimes those facts enable 
the legislator, who is in search of the right and the truth and the best, 
to find it. 

Mr. Happock. That is what we try to do. If we cannot do that, 
we always approach these problems as far as our committee is con- 
cerned, on what is best for the country. If it is best for the country, 
it is best for the American Merchant Marine and if it is best for the 
American Merchant Marine it is best for the seamen who work in it 
and if we can’t follow that policy, we don’t do anything on the bill. 

The Cuamman. All right Mr. Counsel. 

Mr. Fay. I think that covers the questions I had. 

Senator Gotpwater. I have no questions. 

The CHarrman. Do you have any further comments or suggestions, 
Mr. Haddock ? 

Mr. Happock. I think perhaps I have submitted about all that I 
have on the Lobbying Act in the memorandum which your staff has. 
I don’t know of anything that I would add to that at the present time. 

The CHarrman. The Chair will instruct the committee staff to 
pursue this matter as to the amount of funds raised and the contri- 
butions made by the unions composing this committee. 

Mr. Haddock, there are 1 or 2 questions on 1 other subject matter 
at least that the committee may want later to go into with you. But 
the Chair and Senator Goldwater, who is present today, have agreed 
that if those questions ought to be asked, they should not be asked in 
the absence of the members of the committee. They might, too, want 
to cross examine you on them if you are to be interrogated about it. 
Therefore, will you please remain under your present subpena, subject 
to call if the committee should desire to recall you? 

Mr. Happock. Surely. 

The CuarrmMan. With that understanding, the Chair wishes to 
thank you for your appearance today, and the testimony that. you 
have given us. 

Mr. Happock. Thank you, Mr. Chairman. 

The Cuatmrman. The next witnesses are Mr. I. W. Abel, Mr. Ear! 
Wall, and Frank Hoffman. 

Will you come around please, gentlemen ? 

Will you be sworn? Do you and each of you solemnly swear that 
the evidence you shall give before this Special Senate Committee 
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shall be the truth, the whole truth and nothing but the truth, so help 
you God ¢ 
~ Mr. Anex. I do. 

Mr. Watx. I do. 

Mr. Horrman. I do. 

Mr. Gotpserc. Mr. Chairman, I am counsel for the Steelworkers 
Union, and may I accompany these gentlemen here today ¢ 

The CHatRMAN. Just a moment and we will get that in the record. 


TESTIMONY OF I. W. ABEL, EARL WALL, AND FRANK HOFFMAN, 
OF THE UNITED STEELWORKERS OF AMERICA, AFI-CIO, AC- 
COMPANIED BY THEIR COUNSEL, ARTHUR J. GOLDBERG, GEN. 
ERAL COUNSEL, WASHINGTON, D.C. 


The Cuamrman. Will each of you in turn state your name and your 
place of residence and your business or occupation 

Mr. Anet. My name, Mr. Chairman, is I. W. Abel, and I aim 
secretary-treasurer of the United Steelworkers of America. Our 
office address is 1500 Commonwealth Building, Pittsburgh, Pa. My 
home address is 2216 Apache Road, Pittsburgh, Pa. 

The CHamrMAN. All right, and the next one ? 

Mr. Horrman. I am Frank Hoffman, and I am legislative director 
of the United Steelworkers of America, with offices at 1001 Con- 
necticut Avenue NW., in Washington, D. C., and my home address is 
6507 Ninth Avenue, Hyattsville, Md. 

Mr. Watt. My name is Earl J. Wall, and I am an auditor for 
the United Steelworkers of America, 1500 Commonwealth Building. 
Pittsburgh, Pa. My home address is Delmar Road, Bradford Woods, 
Pa. 

The CuatrMan. Gentlemen, you have exercised your right under 
the rules of the Senate to have your attorney present. 

Mr. Aneu. Yes, sir. 

The Cratrman. Counsel will identify himself for the record. 

Mr. Gorppera. Tam Arthur J. Goldberg, and I am general counsel 
of the United Steelworkers of America, and my address is 1001 Con- 
necticut Avenue, Washington, D. C. 

The Cramman. Thank you. Now, Mr. Abel, I believe you have 
submitted a prepared statement to the committee, have you? 

Mr. Anet. Yes, I have, sir. 

The Cuamman. That was submitted, I understand, within the time 
prescribed by the rules. The Chair will announce to you, Mr. Abel, 
that your statement may be filed in full for future reference by the 
committee and the Chair will permit you to read such parts of it as 
you desire except that part of it beginning on page 3, the third para 
graph which starts with the words, “The information of the com 
mittee * * *” and including all of page 4 and that part of page 5 
down to “The Steelworkers Union and Political Action” subtitle. 

As I say, the whole statement may be filed but that part excluded 
that the Chair regards as not onsive to this committee’s functions 
and responsibilities. Some of the things in there I might say, and 
some of the things that you say are a part of the program of your 
organization, I favor and some I do not, but I do not think that is 
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responsive. I want to be very courteous and we have done this 
before. 

We are not here to find out the whole program of any organization 
as such, except that part as to lobbying and political activities and 
those things that are actually covered by the resolution. 

Mr. Apex. I might say, Mr. Chairman, that we are in accord and 
I intended to skip those sections myself. 

The CuHarrman. I am glad that you appreciate the position of the 
Chair. If we do not have some restriction or some limitation, you 
can appreciate that we will get some folks here to take up a lot of 
the time of the committee and it will be a waste of time insofar as 
our objective and the task assigned to us is concerned. 

Thank you very much and you may read then, such parts of the 
statement as you desire. 

Mr. Apet, Mr. Chairman and members of the committee, my name 
is I. W. Abel. I am secretary-treasurer of the United Steelworkers 
of America. I am also secretary-treasurer of the administrative 
committee of the United Steelworkers of America Political Action 
Committee. 

The Steelworkers Union welcomes your invitation to appear here 
today to testify about our political activities and to present certain 
recommendations for improvements in legislation governing Federal 
elections. 

Our union has always operated on the assumption that we have a 
prime obligation to keep the general public, as well as our member- 
ship, fully informed regarding our activities. 

We, of course, have been very careful to comply scrupulously with 
all Jaws requiring the filing of financial and other information de- 
signed to disclose the nature of our activities to the public, the filing 
of non-Communist affidavits, and registration of certain of our rep- 
resentatives with respect to lobbying and similar activities. In sii 
tion, we voluntarily have followed the practice of sending all Con- 
gressmen and many State, local, and community leaders copies of 
our semiannual audit reports, which are certified by the leading 
auditing firm of Main & Co., certified public accountants. 

In line with this policy also, we have extended full cooperation 
to this committee’s investigators and have made available to them 
whatever records and information they requested. 

The United Steelworkers of America celebrated its 20th anni- 
versary this year. From the birth of its predecessor, the Steel 
Workers Organizing Committee, in 1936, sini the establishment of 
the United Steelworkers of America as an international union in 
1942, we have grown to an organization with a present membership 
of about 1,250,000. There are some 2,800 local unions, chartered by 
the international union, in the United States and Canada. The inter- 
national union is affiliated with the American Federation of Labor 
and Congress of Industrial Organizations. 

The constitution of the international union sets forth three princi- 
pal objects of the organization. The first object is to unite in this 
industrial union, regardless of race, creed, color, or nationality, all 
workers in the steel, iron, aluminum, nonferrous metals and allied in- 
dustries. The second object is to establish through collective bar- 
gaining adequate wage standards, shorter hours of work, and improved 
conditions of employment for these workers. 
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The third object is as follows: 


To secure legislation safeguarding the economic and social welfare of the 
workers in the industry, to protect and extend our democratic institutions and 
civil rights and liberties and thus to perpetuate the cherished traditions of our 
democracy. 

Thus, in addition to organizing the workers in our jurisdiction and 
improving their working standards and conditions through collective 
bargaining, it is a major and fundamental purpose of the steelworkers 
to achieve legislation and enforcement of democratic rights for the 
benefit not only of our members but of all citizens. Our constitution 
recognizes that the interests of our members can be affected by legis- 
lative and other governmental action as by gains made through col- 
lective bargaining. Our constitution also recognizes that govern- 
mental action which is in the interest of the public at large is likewise 
in the interest of steelworkers. 

Laws providing for the right to organize, old age and disability 
security, minimum wages, maximum hours, industrial safety and 
health standards, unemployment compensation, workmen’s compensa- 
tion, housing, schools and hospitals are but a few examples of the 
tremendous impact of legislation on the well-being and security of 
workers and the public. 

In the 20 years of our existence, we have been active on the Federal 
and State levels in supporting the great economic and social reform 
legislation enacted in this period and in opposing legislation directed 
against labor or conveying special advantages on the privileged few. 
This activity has been aa continues to be an important function of 
this union. 

We in the United Steelworkers of America learned long ago that 
achievement of the legislative goals and enforcement of the demo- 
cratic rights catieant by our constitution and detailed by our con- 
ventions, is inextricably intertwined with the election of liberal legis- 
lators and executives. 

Conversely, we know from experience that election of reactionary 
officials not only negates chances for forward looking legislation, but 
poses grave threats to the rights and legitimate activities of the labor 
movement. 

The admittedly antilabor Taft-Hartley law, which President 
Eisenhower has stated can be used to destroy labor unions, and the 
employer-inspired State “right to work” laws unloosed by Taft- 
Hartley, are sharp reminders of the dangers inherent in political in- 
activity on the part of labor unions and their members. 

Of necessity, therefore, we have had to take an active role in politics 
and we are justly proud of the role we have played. 

Foremost in our political activity has been our effort to educate our 
members and neighbors as to the issues involved in election campaigns 
and the importance of exercising their fundamental democratic rights 
as citizens to register and vote. 

In addition, we have encouraged our local unions to conduct regis- 
tration and get out the vote drives. 

pai we have given support to candidates sympathetic to our 
goals. 

I wish to emphasize that the political policy of the steelworkers 
union always has been strictly nonpartisan. We have studiously 
avoided endorsement or support of any political party. 
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On the contrary, we have judged each candidate on his record and 
individual merits and have given our support, irrespective of party 
affiliation, to those candidates who showed promise of carrying out our 
programs. 

The Cuarrman. May I interrupt to inquire there, as I understand 
it, it is the general policy of your organization not to be affiliated with 
a party as such, but to cross party lines? 

Mr. Ase. That is right. 

The Cuatrman. Or irrespective of party lines, to choose the candi- 
dates of your choice, those whose views you think most likely coincide 
with your own and the policies of your organization / 

Mr. Apex. That is correct, sir. 

The Cuarmrman. Proceed. 

Mr. Apex. We believe our political activities have served, in a meas- 
ure, to revitalize and strengthen our democratic institutions. There 
is no more fundamental obligation in a representative democracy than 
the obligation of a citizen to vote, and to vote intelligently. A dis- 
interested and uninformed electorate bears the seeds of minority rule 
and tyranny which are all too prevalent in many parts of the world. 

To the extent that we have succeeded in educating our members and 
friends to vote as informed citizens, to that extent have we made them 
better citizens and succeeded in preserving and furthering our repre- 
sentative form of government. 

The importance which the steelworkers union places on political 
action is illustrated by the following excerpts from the oo state- 
ment on this subject adopted by our recent convention in Los Angeles: 

Political action is the lifeblood of democracy. 

No government can adequately understand and meet the needs of all of its 
citizens unless it is truly representative of all of the people. 

It has been forcefully demonstrated in the past that when the citizens of our 
country fail or are denied the right to take an active part in the political life of 
our Nation on a local, State, and National level the big business and special priv- 
ilege groups take over. 

The United Steelworkers of America has consistently urged its membership 
and all other Americans to meet their obligation of good citizenship by register- 
ing to vote and by voting. * * * 

To assure effective participation by our union in the field of political action 
we call upon the political action committee of the United Steelworkers of 
America to continue and expand its work of political education, its aid to 
campaigns for registration of voters, and efforts to elect an administration, 
a Congress, and State and local governments sympathetic to the needs of our 
members, the ideals of our union, and all of the people of the United States. 

We call upon each local union to cooperate fully with our political action 


committee and to seek voluntary contributions from our members to finance 
the work which is necessary. 


We pledge cooperation of the United Steelworkers of America to the com- 
mittee on political education of the AFL-CIO and we support its work and 
objectives. 

Political activities of the steelworkers’ union are administered by 
the political action committee of the United Steelworkers of America, 
which was formed in 1955, 

Prior to that time, administration of our political activities was 
coordinated through the political action committee of the Congress of 
Industrial Organizations. The international union transmitted to 
CIO-PAC individual voluntary dollar contributions collected by the 
local unions from members and friends. Only these voluntary 
moneys were used by CIO-PAC to support the campaigns of various 
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-andidates for Federal offices, following enactment of the Taft-Hart- 
ley Act in 1947 with its restrictions on union political expenditures. 

‘In addition, the international union made contributions from its 
treasury to a separate political-educational fund maintained by 
CIO-PAC. These educational moneys were used for education 
materials, registration, and get-out-the-vote drives, and to support 
candidates for State and local offices in States which placed no restrie- 
tions on union ee expenditures. i 

Since 1955 the political fund-raising and disbursing activities of 
the international union have been carried on by the steelworkers’ 
political action committee. The union’s international officers are the 
administrative officers of the steelworkers’ PAC. 

Funds and accounts of steelworkers’ PAC are separately kept and 
are carefully segregated from the international union’s treasury 
account. There are two separate funds and accounts: (1) An indi- 
vidual voluntary contribution account and (2) an educational account. 

The voluntary account is made up of individual contributions, 
mostly of $1 each, by members and friends. Campaigns for voluntary 
contributions are carried on by our local unions. 

In advance of a voluntary-contributions campaign, the steelworkers’ 
political action committee distributes books of cash receipts to our 
local unions. For each voluntary dollar that is contributed by an 
individual, a separate receipt is given to the contributor and a record 
of the contribution is kept in the receipt book. 

Contributions and the supporting receipt books are sent by the local 
unions to the steelworkers’ valitieal action committee, which deposits 
the money in the voluntary account and preserves the receipt ks 
in its files. Any voluntary moneys received by steelworkers’ PAC 
which are not supported by receipts are, for the sake of extra caution 
in complying with the law, placed in the educational account instead 
of the voluntary account. 

Steelworkers’ PAC normally retains in the voluntary account only 
half of the voluntary moneys sent in by the local unions. The other 
half is returned to the respective local unions which, in turn, transmit 
all or a portion thereof to the respective State or local CIO-PAC 
organizations and retain any remainder for their own political 
activities, 

Moneys in the steelworkers’ PAC voluntary account, and only such 
moneys, are used to make contributions in support of candidates for 
Federal office and for State office in any State which restricts political 
expenditures from union treasuries. 

Not 1 cent of the union-dues money is used to support any such 
candidates. 

In addition, contributions are made from this account to the similar 
voluntary account maintained by the AFL-CIO committee on politi- 
cal education—COPE., 

_ The steelworkers’ PAC educational account is made up of contribu- 
ons from the treasury of the international union and any voluntary 
moneys which are not supported by receipt books. These moneys are 
used for political-education purposes and to support candidates for 
State wid local offices in States which place no restriction on union 
political expenditures. 

_Contributions also are made from this account to the similar educa- 
tional account maintained by COPE. 

84131—57 25 
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I wish at this juncture to make a few observations regarding «i. 
ministration of these funds, which deserve emphasis. 

Both the voluntary and educational accounts are audited and cert - 
fied each year by Main & Co., certified public accountants. 

All ageeanenn of the Corrupt Practices Act, as amended, ip. 
cluding the filing of periodic reports with the C lerk of the House of 
Representatives, are strictly complied with. 

Indeed, as we have seen, we go out of our way to be sure that only 
voluntary moneys, which can be supported by records i in our files of 
receipts issued to the individual contributors, are used in connection 
with Federal election campaigns. 

From the reports which we have filed, copies of which have been 
made available to the committee staff, it 1s evident that the political 
expenditures of steelworkers’ PAC, representing as it does 1,250,000 
members, are of negligible proportions compared with the politic: al 
expenditures of just a handful of wealthy families. 

Numerous suggestions have been made for reforms in the laws gov- 
erning Federal elections. I should like to comment briefly on several 
of these suggestions. 

At the founding convention of the AFL-CIO just 1 vear ago, cog- 
nizance was taken of certain outmoded election laws and practices 
which impair the effective functioning of our form of democratic self- 
government. The United Steelworkers of America is in accord with 
the suggestions made by the AFL-CIO for modernization of these 
laws and practices, and we commend these suggestions, as follows, 
to the members of this committee : 

The President and Vice President of the United States should be elected py 
direct popular vote. The electoral-college system has outlived its usefulness 
and should be abolished. 

We believe, further, that a uniform primary law should be adopted by each 
State in order to permit direct and open primaries and to afford each person 
who desires it the opportunity to place his candidacy before the voters. 

We believe, further, that a uniform registration system for each State, de- 
signed to facilitate rather than hinder free voting, should be adopted. All poll 
taxes should be abolished, and legalisms and technicalities which have done 
much to hamper voting should likewise be done away with. 

Senator Gotpwater. Mr. Abel, might I ask a question there? 

When you state that you believe a uniform registration system for 
each State should be developed, would you suggest that be done at the 
Federal level or through the encouragement of the several States 
themselves ? 

Mr. Anev. We should encourage the States to do it themselves. 

Senator Gotpwater. You would not encourage it at the Federal 
level? 

Mr. Aner. No. 

The CHatrman. The Chair’s attention was distracted at the mo- 
ment. As I understood the question it referred to your recommenda- 
tion here that uniform State laws be adopted. 

As I understood your answer, you would not recommend that for 
the Federal Government; that is something that the Congress should 
not control? 

Mr. Gotpserc. The statement itself says that, uniform primaries 
should be adopted by each State. It is not the intention that it would 
be Federal legislation. 
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The Cuatrrman. As I said, I was occupied by another matter and I 
did not catch the statement. 

Mr. Aneu. We also are m accord with proposals which have been 
made to increase the $3 million maximum limit on the amount which 
national political committees may expend in an election campaign. 
The costs of conducting a campaign have increased several fold over 
the costs which prevailed when the $3 million limitation was placed in 
the Corrupt Practices Act. 

To meet those increased costs both major political parties have 
honored only the letter of the existing limitation since they have 
created additional front committees which also spend up to $83 million. 
Such admitted subterfuges to avoid the law, necessary though they may 
be as a practical matter, tend to weaken respect of the public for our 
election processes. 

Hence, we recommend that the maximum limit be raised substan- 
tially to a more realistic level. 

The CHarrMan. Let me ask you at that point, Mr. Abel: That rec- 
ommendation has been made and talking seal u practical way to do 
it, suppose you just raise the limit to $10 million, or $15 million, 
would you be right where you are except other committees, front 
committees or something, could raise an equal amount and spend it? 

Now, just to say do it is one thing, but how to do it is something 
we need some counsel about. You have the limit now in the amount. 
How are you going to prevent them from getting more than the 
minimum ¢ 

Mr. Ane. But it is an unrealistic limit. 

The CuHatmman. I know it is. Why should you have anything? 
Suppose you raise it to $10 million, then 10 committees could raise 
$10 million if they could get the money. 

Mr. Asev. That is right. But then at that particular time when 
Congress considers an extension of the limitation, certainly Congress 
can then give consideration to some restrictions on the major political 
parties, too. 

The CHarrMan. Iam trying to find out how. Do you have any idea ? 
How are you going to prevent a group of citizens out here from or- 
ganizing and collecting money and spending it any way they want to? 

Mr. Apri. I might answer that by asking how did Mr. Taft restrict 
labor’s participation in political activity? He wrote a provision in 
the law that we could not use money for such purposes. 

The CHamman. We have also written provision in the law that 
corporations cannot use money for that purpose. You go out and 
spend money contributions and it is all spent in the name of labor. 

For all practical purposes I think you have found a way to get 
around it. I think that is the purpose of that sort of committee. 

Tam not complaining. That is America for you. 

Now, are you looking to Congress to correct this? What I am 
trying to suggest, and I will be glad to have vour view on it if it is 
different, is that just merely raising the limit to $10 million or $15 
million does not correct the evil. 

You might just as well take off the limit completely. 

Mr. Asex. Or if you are not going to be governed by the limitations 
that are already set, then you should wipe them out, too. 

The Cuamman. I understand that. I am not questioning that. 
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We are trying to study this thing to find the proper answer. 

But the point I am trying to make is that just merely changing that 
figure in the present law from $3 million to $10 million does not 
solve anything. 

Mr. Aner. Perhaps it doesn’t solve anything, but it certainly would 
clear up a lot of minds with respect to their views as to election laws 
and restrictions. 

The Cuatrman. If you raise it to $10 million, 10 committees, if 
they could get that many contributions, could raise $10 million and 
spend it. So we would have $100 million. 

Actually, you have no limitation as it is now. 

Mr. Gotpperc. May I make a comment on that subject, sir? 

The Cuarrman. You are not a sworn witness. 

Mr. Gorpperc. This is not testimony, just an opinion. 

The CHarrmMan. We will hear your comments off the record. 

(Discussion off the record.) 

Senator Gotpwater. Mr. Abel, in your thinking have you consid- 
ered the possibilities of a per capita amount to be spent in each State? 
Say 20 cents per voter in the last election for the presidential race 
and the congressional races. 

Mr. Apex. We have not given any real consideration to those types 
of proposals. We have tried to analyze some that have been made 
along those lines. 

Again it is a question whether or not they could be practical. 

Senator GorpwaTer. I am thinking along the same lines that you 
are when you say that it is practically impossible to devise any means 
under our present system by which we can stop the evils that all of 
us know exist. 

I was thinking in connection with the per capita approach that 
we might set up limits. Then if we say to the candidate “This is 
all you can spend in the State of Nevada, or in the State of Arizona 
for your campaign, that would include all the committees working 
for you,” we would more or less make the candidate responsible to 
see that that amount was adhered to. 

Now, that amount would be different in every State. 

Mr. Ase. There, again, immediately there comes to my mind a 
comparison of your own State with that of New York State when 
you come to per capita limitations. 

Senator Gotpwarter. [That would be one of the advantages that 
came right offhand to me. A Senate seat is a Senate seat, whether 
it is in Nevada or New York. The vote is just as powerful. 

Now, it is possible to expend a lot of money in a small State and 
influence elections where that same amount of money spent in a large 
State would not have much of an effect. If we put a limit of 20 cents 
or 50 cents, if we put a limit like that, we would get a more realistic 
amount to be spent in a small State. 

It is very difficult to imagine, for instance, $100,000 being spent in 
a State like mine for a Senate contest, but it certainly is not impossible 
to imagine an amount like that being spent in Ohio, Pennsylvania, or 
New York. ; 

_ But in approaching it from the per capita standpoint, my State 
might be restricted to fifty or sixty thousand dollars, where Ohio 
might run up to$l million. Do you follow me on that? 

Mr. ABEL. Yes. 
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Senator GotpwATER. You do not have to comment on that, but if 
you do have the opportunity to discuss it, I would appreciate your 
letting the committee know what you think about that because it has 
been suggested. I do not know whether I am for it or against it. 
I am looking, as you are, for some way to stop this unlimited spend- 
ing in political campaigns. 

Mr. Apev. Surely. 

Senator Tuyr. Mr. Chairman, I would like to ask of Mr. Abel 
if he has any specific recommendations as to how the Taft-Hartley 
Act could be amended dealing specifically with the union expenditures 
of funds of its membership in political activities. You can now do 
what you like with your educational funds, which is a voluntary 
ae Apet. No, we cannot make contributions out of that fund, sir. 

Senator Tuye. However, if a member in assembly will say “Here 
is a dollar,” regardless of how that question is brought about as to 
making his contribution, or even in that receipt book that you 
referred to, how would you propose amending the act so as to permit 
a greater freedom to the unions in the use of such contributions or 
such funds or such educational funds as the union might have? 

Mr. Aver. Of course, Senator, our union is on record for the repeal 
outright of Taft-Hartley which would take care of not only that 
problem, but many of the other restrictions that we think are unfair 
in the law. 

Senator Ture. There you are not helpful to us who are going to 
try to legislate on this question for the reason you say repeal the 
entire act, because you would want something again on the books 
for your own security as a union affiliate. 

You just could not have free hands with no legislative protection. 

Therefore, the question is what would you suggest in the form of 
amendments that would deal with that particular political activity 
that organized labor might be engaged in ? 

Mr. ABEL. Quite frankly, sir, we believe we should be permitted to 
use organization funds, trade-union funds, for all the various phases 
of political activity, whether it be in acquainting our membership 
and our friends with the legislative programs of the union; whether 
it be in the way of advertisement, our own newspapers, or other media 
of literature, or whether it be financial contributions to specific parties 
or candidates. 

We think we should be permitted to do that so long as we are re- 
quired then to make public our activities. 

The CHamrman. In that connection would you suggest also the 
repeal of the law respecting corporations and permiting corporations, 
banks, and such institutions to contribute out of stockholders’ money ¢ 

Mr. Aset. I would see no harm in it so long as those corporations 
do their work out in the public eye, if there is a complete and full 
report of it. 

The Cuairman. If the labor union can collect dues and spend 
those dues and it is permitted to under the law, to spend those dues 
to elect candidates for office or proposed candidates for office, the 
same principle should apply to corporations? 

Mr. Ase. That is right, and I would have no objection to it, sir. 
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The Cramman. That is the point I am making. It is on the 
theory that a corporation is a business institution and it is a trustee of 
funds belonging to its stockholders and that as to the profits that it 
makes, if it makes profits, the stockholders who have invested their 
money are entitled to that profit in dividends and we should not 
permit a board of directors to determine that their profit, their in- 
vestment, shall be diverted to a political activity, possibly towards 
the aid and election of a candidate to whom the stockholders are 
weer 

t seems to me the principle is right, of prohibiting such political 
contributions. 

Mr. Apex. Of course, they, as the stockholders of a given corpo- 
ration just the same as the members or the elected representatives of 
our organizations, have the responsibility and the right to determine 
whether or not the corporation was going to participate in that sort 
of activity and to what extent. 

The CHarrman. But under the law today the profits of that corpo- 
ration—presumably that is both in the letter and spirit of the law— 
shall not be spent for political purposes. 

Mr. Ase. Yes; but it is being done under the guise of public- 
relations activities of the corporations. 

The CuHarman. Is not your educational campaign actually a 
political education campaign ? 

Mr. Ase. Certainly, and we make no denial of it and we don’t try 
to hide it, but corporations do. 

The CHarrman. I am not sure they all do. There may be some. 

Mr. Apet. Many. 

The Cuarrman. The point is that all of the political education fund 
that you have, or this educational fund or most of it, is used for the 
purpose of educating your members and your friends to your political 
views, or to the political view of your union, and, therefore, to have 
them vote accordingly ? 

Mr. Ase, That is correct, sir. 

The Cuamman. So in its actual essence the educational fund is 
purely a political fund ? 

Mr. Asex. That is right. 

Senator Gotpwater. Mr. Abel, I have one point there. You say 
you believe that the union should be allowed to spend organizational 
money or dues money for the direct support of candidates. 

How would you answer the members of your union who might not 
agree with your selection of the candidate? 

As an example, say you picked a Republican and a group of your 
members were Democrats and they did not want to back that Re- 
publican, how would you answer the moral question they put to you, 
the propriety of using their money to support someone they are 
against and will vote against and work against on the outside?! 

Mr. Apev. Senator, those are some of the hazards that go with 
being a union official or representative, just the same as your being 
a Senator representing your State. There are many, many things 
that we must make decisions on and engage in that all of our members 
don’t look with favor on. We try to represent the thinking of the 
membership to the best of our ability and, of course, we assume the 
responsibility for any errors that we may make in that representation. 

We, too, of course, are subject to the scrutiny by the membership 
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periodically just the same as the United States Senator or Member 
of Congress. We stand for election. Westandonour record. 

Senator Gorpwater. I appreciate that, but my whole and entire in- 
rarest in this field has been just what I have expressed to you. We 
‘nd for instance on the whole the union movement is fairly repre- 
-entative of both parties. I think the Democrats are in a majority by 
possibly 60 to 40 or something like that. 

Sut, nevertheless, a rather large segment of unions is represented 
by the Republican Party. Historically, the unions have been against 
Republicans, not entirely, but historically they have. 

What recourse has the Republican member who has to pay his dues 
to keep his job? What recourse does he have to the union who spends 
that money of his against his political wishes. 

[ think it involves a question of morals. 

Mr. Apert. You see, as I said, there are many phases of our activity 
in which we encounter that same problem. As an example, we nego- 
tiate a wage increase. There are those who prefer a percentage ap- 
plication and there are those who prefer the flat across-the-board 
application. We are the ones that have the responsibility for making 
» decision and we have to make a decision. 

It is the same when we get into the political activities, just the same 
as engaging in a strike. 

Senator Gotpwarter. I do not think that would be appropos be- 
cause I think the man joins the union basically for that kind of service 
and protection. He expects you to protect him at the bargaining 
table. He expects you to be concerned about his wages and his work- 
ing hours. 

I do not think a man joins a union organization for political 
advantage. 

Mr. Ane. Senator, as I pointed out earlier in the statement, our 
constitution provides certain activities for us to engage in. One, as 
vou recall, provides for securing legislation safeguarding the econ- 
omic security and social welfare of the workers in the industry, to 
protect and to extend our democratic institutions and civil rights 
liberties and thus to perpetuate the cherished traditions of our 
democracy. 

Now, that is one of the principles set forth in our constitution for 
which we are organized. 

Now, you accomplish those things in the field of political activity. 
There again we have to exercise the best judgment we know how to 
better achieve this objective set forth in the constitution. 

_ Senator Gotpwater. I am not trying to argue your responsibility 
in having to choose correctly to try to satisfy all your members. I 
do not think that can even be done when you make your decisions at 
the bargaining table. , 

_ Tam not arguing that point. I think you have a good statement 
in your constitution. I believe that civil rights and liberties are 
something that all of us should protect. 

_ My basic concern in the whole field is the fact that political liber- 
ties of some American workers are jeopardized when the union takes 
(lues money and spends it for political purposes. 

Now, I have never heard inferred that your union has done that. 
| have attacked one specific union in this field, but I do not like to 
hear you in your responsible position suggest that you would like to 
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do that because you get again into the moral question of whether it js 
right or wrong. 

It is not whether it is legal or not. Is it right or wrong to take a 
man’s money that in many cases was collected under compulsion, 
whether we like that word or not, and it is spent at the will of a group 
of people at the top whether or not he agrere with it. 

Mr. Ase. Let me point this out. Maybe it will help clear up the 
problems you present. 

In our union, and Z think you will find it is pretty generally true 
of trade unions, we operate under a very democratic procedure. Our 
particular union so far as our day-to-day operations are concerned, is 
governed by what we term a wage policy committee, that is made up 
of representatives from the mills and plants. They formulate and 
establish policies on a day-to-day basis. 

In addition to that, every 2 years we convene a national convention 
and there we engage in debate on the broad overall objectives of the 
union and the desires and the needs of the membership and we adopt 
policies, programs, both in the economic field as well as the legislative 
and political fields. 

The portion of the statement I have presented here, which I did not 
read, spells out to a great degree the action of our national convention 
held in Los Angeles in September, the objectives of our union in the 
field of legislation and political action. 

Those things are derived through democratic action and through 
majority rule. I mean the membership themselves through their 
elected delegates from the local unions adopt these programs by vote 
and after thorough discussion, so we do operate from a rule of the 
majority of the membership and we are guided very much by the 
wishes and the wills of the membership. 

Believe me, we are just as sensitive to the wishes of the membership 
as a United States Senator or Congressman is to the wishes of his 
constituents. 

In other words, it is another phase of democracy. 

Senator Gotpwarer. I agree with you that your conventions are 
conducted in a democratic manner. I am not arguing that point, but 
there is a little bit of difference between your organization having a 
convention and passing your opinion on candidates or issues and say, 
the organization to which I belong, NRDGA. They do the same thing 
on economic matters. 

If I do not agree with them, I quit. That does not affect my ability 
to work. If I belong to the steelworkers union and I live in a State 
that is not protected by the right-to-work laws, If I quit the union | 
have to make up my mind to go to some other place or get some other 
job in some other skill and move from the State. 

It is quite a decision to make. Say 40 percent of your membership 
is Republican, and you decide to back a Democrat candidate. There 
is not much that 40 percent can do about it. They can raise Cain with 
themselves and raise Cain with you, but if they want to work they 
will stay members of the union. 

That is the moral point I get to. 

Mr. Ase... By the same token perhaps there are members of ours, 
in our union, who don’t agree with our activities in the field of civil 
rights and don’t agree with the expenditures we may make toward 
the achievement of the program of the union in the field of. eivil 
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rights. But that does not hamper us from doing what we can, what 
we think is right and proper to establish and protect civil rights 
in this country for our own membership and the general public. 

Senator Gotpwarter. I have argued, too, that the very act that we 
are discussing is a violation of civil rights when you impinge upon 
the political Rtas of an individual, which may not amount to a 
lot of money; it may only amount to 50 cents a month that comes 
out of his ink for political purposes. It is part of his donation 
that goes against his will. That is the point I wish to make. 

(At this point Senator Goldwater retired from the hearing room.) 

The Cuarrman. Back to one other thing before you proceed with 
reading. 

We were discussing your education program and the financing 
of that which you conceded, and I certainly commend you for just 
being frank about the obvious, because we do get witnesses in here 
sometimes that when you get to the obvious they try to make some 
wide, distorted explanation that does not satisfy anybody. 

I think the same thing applies to a lot of businesses that have 
public relations. 

The purpose of it is to educate folks, their members and their 
friends and the public generally toward their point of view with 
respect to legislation. ey carry on an educational program; they 
claim they have it. 

Just as in the oil industry when we had that big gas bill that 
probably precipitated all of this problem—not all of the problem, of 
course, but at least brought it to a head and caused this committee 
to be created—they set up what they have known as an educational 
fund. They expended that money trying to inform the public gener- 
ally about the gas industry, to educate it, with a view, of course, of 
bringing them around to their point of view with respect to the 
legislation. 

_ Yet that money in one sense was not spent for lobbying; in another 
it was. 

You have the same thing with your educational program. 

Surely some of that money in the educational program goes to the 
same purpose, comparable to the same purpose, to educate your mem- 
bers as to those things which are in the best interest of labor, and have 
them probably write their Senators or Congressmen to vote this way or 
that way on given legislation. 

So as I see the picture, on these so-called public relations programs 
and educational programs, it is very hard to draw a line of demarca- 
tion and differentiate between whether the moneys are being spent 
to have an effect upon politics or whether they are being spent to in- 
fluence legislation or whether it is just a program disassociated from 
polities or legislation and merely to acquaint people with respect to 
a given industry. 

_ All of it seems to me to be actually tied in with politics and lobby- 
ing, either directly or indirectly and more often directly. : 

Mr. Aner. I think it should be labeled as such that everybody can 
recognize it for what it is worth. 

The Cuamman. We are trying to find a way to draft a law that 


—_ require it to be labeled as such, That is what we are trying 
to do. x 
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Mr. Apex. Yes, sir. 

The Cuatrman. All right, proceed. 

Mr. Apert. While it is necessary to raise the top limit on committee 
expenditures, we believe it is also necessary sharply to reduce the 
present maximum of any individual contribution to political cam- 
paigns. The greatest danger today of a candidate becoming beholden 
to vested interests lies in the large amounts which wealthy individuals 
and business officials may sais to various committees supporting 
the candidate. 

As a means of encouraging maximum participation by the public 
in the financing of election campaigns through small contributions, 
we recommend that a modest tax credit be given to all contributors. 

The Cuarmman. Before you go further, Mr. Abel, if you will, will 
you suggest the amount of the limit you have in mind? You say a 
smaller contribution ? 

Mr. Apex. Yes. 

The CuHarrmMan. We have $5,000 now. 

Mr. Aset. We are inclined to think that if there was some induce- 
ment for greater participation, that that limit can be reduced sub- 
stantially. 

Certainly I would be inclined to say a thousand dollars. I would 
prefer even smaller, but I know that is next to impossible. 

I think much more money would be raised, myself, by the major 
parties if they tried to limit the contributions to $100. "They would 
come off better and have more participants in their prograin. 

The Cuarrman. You might have more participants. I do not know 
that you would have more money. 

Mr. Aset. I say frankly from our own experience we find that an 
individual who will give a buck to PAC is a surer vote than the indi- 
vidual who doesn’t give a buck to PAC, 

The Cuarrman. I always thought that if I could get a contribution 
from somebody he would not only vote, but he would work a little, too. 

Go right ahead. 

Mr. Ase. We wish to indicate our opposition to proposals advanced 
by some to have election campaigns financed by the government. The 
possibilities of abuse and infringement on free elective processes out- 
weigh any advantages which might accrue under such a system. 

We recommend further that provision may be made for more com- 
plete disclosure to the public of reports of contributions to and 
expenditures by political committees and candidates. While such 
reports now are available for public inspection at the office of the 
Clerk of the House of Representatives, we are informed that it is 
difficult to obtain copies for publication and reproduction purposes. 
A requirement that such reports be printed in the Federal Register, 
for example, would alleviate this bottleneck. 

Finally, we recommend that a study be made of the feasibility of 
providing free and equal television and radio time to the two major 
political parties with a reasonable amount of free time also being 
made available to the smaller political parties. Television and radio 
time involves the largest expense in political campaigning today, and 
elimination of a large portion of this expense will go a long way toward 
helping solve some of the problems to which I have previously referred. 

The CHamrMAN. Who would pay for that free time ? 

Mr. Aper. Pardon? 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 99 


The CHatrman. You say that involves the larger part of the ex 
pense of campaigning. Then you say you recommended that they be 
viven free time. There is nothing actually free. Who pays for it / 
~ Mr. Apex. We think as an example, sir, that the National Broad 
casting and Television companies have an obligation to our society 
and they could provide it as a public service to the communities and 
the country. 

The CHamman. You would have them pay for it? 

Mr. Anet. That is right. 

(he Cuatmrman. Then they would have to get it from their 
advertisers ¢ 

Mr. Anex. That is right. 

The Coamman. It has come from somewhere ¢ 

Mr. Anex. There are all kinds of other public service programs they 
sponsor and provide the public and certainly every 2 or every 4 years 
they could provide some public service to the welfare of this country 
by permitting the major a parties the time. 

The CHamman. Then I think you would have to require for grant- 
ing a license or permit to any such agency that it devote or be ready 
to respond to a demand on it for so much of its time to be free as a 
public service. 

Mr. Anex. That is right. 

There, again, I imagine the major political parties could not as- 
sume to utilize the full time of the airways as they are approaching 
more and more each election as we come along. 

The Cuamman. Actually there is no free time. It is free only 
to him who does not have to pay for it, but somebody pays for it. 

Mr. Apex. Certainly. 

Senator Toye. Mr. Chairman, at that point I would like to ask 
Mr. Abel whether a national organization such as the unions should 
be given any free time. 

Mr. Apex. No, we are not a political organization, Senator Thye. 

_ The Cuamman. No, you are not, but you are a national organiza- 
tion. 

Mr. Apex. That is right. 

The Cuamrman. PAC is political, is it not? 

Mr. AsBex. No, not as we know political parties. 

The Cuamman. It is regarded and so acclaimed as the political 
wing of organized labor. 

Mr. Apex. A lot of people infer it is the political tail of the Demo- 
cratic Party, too. 

The Cuatrman. Yes, I know that. But they are not for all Demo- 
crats, are they ? 

Mr. Apet. No. 

I wish to thank the members of the committee for this opportunity 
to describe the political activities of the United Steelworkers of 
America, and to present the foregoing recommendations for your 
earnest consideration. 

The Cuarrman. Thank you very much, Mr. Abel. 

Senator Tuyr. I do have one further question on the matter of 
the union. 

It is possible that the union organization might have its own radio 
station and that you then would give free time to your political or 
your union organization for them to go on the air, could you not? 
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Mr. Axev. I suppose it is a possibility, if you owned the station, 

Senator Ture. That is right. 

Then is it not conceivable that we might have a similar action on 
the part of another field of enterprise, that they would own a station 
and they would see fit to give free time to some one philosophy they 
thought more coincided with their views than that of the labor sta- 
tion’s views. 

So again you would come in with some additional free time there 
that would be competitive in the sense of appealing to the public. 

Mr. Ane. Certainly that could happen today. “If a labor union 
owned a station or business or a company owned the station, they 
could give themselves free time. 

Now, the sort of thing that we are suggesting here, I assume again 
would come under the regulations of the Communications Commis. 
sion. 

Senator Ture. But they could not deny the manufacturer or the 
medical association the right of giving free time on a station they 
controlled inasmuch as you were given free time and then would you 
not again be venturing into the field where there would be actually 
an expenditure in the guise of free time? 

Mr. Apex. I would assume again, Senator, that that comes under 
the regulation of the Commission in granting them their license. 

Certainly the Commission could revoke the license if there is flag- 
rant misuse of the operation of that station. 

Senator Tuyr. But there is the impossibility of defining what is 
free and what is not free and, therefore, I see some impossibilities 
involved if you are endeavoring to write it into legislation. 

That is the on! y reason I am asking the question. I am trying to 
see what we could suggest in a legislative form that would cover it 
and: still make certain that someone would be responsible for the 
amount of moneys invested or involved in that free time, whether it 
be one political party or one organization; whether it be organized 
labor or the organized professional associations. 

Mr. Apev. You have at the present time governing political parties 
in the various State laws that require that they show support of a cer- 
tain percentage of the voters to maintain a staus on a ballot. 

Certainly that sort of thing could be looked into. That plus the 
regulations that may be set down by the Communications Commis- 
sion for the overall governing and licensing of stations. 

Certainly it is not beyond the possibility of development that that 
sort of recommendation can be put into legislative action. 

The Cuarrman. All right, Counsel, doy you have some questions ? 

Mr. Fay. Yes, Mr. Chairman. 

Mr. Hoffman, you are registered under the Lobbying Act? 

Mr. Horrman. I am. 


Mr. Fay. Are there other members of your union registered under 
the act? 

Mr. Horrman. There are two other members here in Washington, 
Mr. Harold Edwards and Mrs. Joseph MacDonald. 

Mr. Fay. What is the legislative budget which is devoted to your 
efforts? Is it broken down in such a way as far as your union is con- 


cerned in that you have a budget for the legislative work in your 
7 
union ? 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1001 


Mr. Horrman. No. we don’t operate under a budget. 

Mr. Fay. There is no division of funds as far as the cost of the 
operation of your particular unit, namely, the legislative unit! 

Mr. Horrman. No. we are just a department of the international 
union. Those departments function under the authorship of the 
president and the secretary-treasurer, and the vice president. sur 

And we are accountable to those people and they in turn to Main & 
Co. for audit and to the membership. 

Mr. Fay. How large a department is your legislative department ? 

Mr. Horrman. Approximately in the Washington office, I believe 
there would be seven people charged to legislation. There may be 
more or less, but I say in round numbers seven. That is staff help. 
That is people who work in the office, research people. 

Mr. Fay. Do you know what was spent then for the legislative 
efforts of your office, your department, in the last fiscal year? 

Mr. Horrman. Yes, you have that statement. We gave that to the 
committee in our financial report which you have before you, [ am 
sure. 

Mr. Fay. I appreciate that, but you tell us for the record what it is. 

Mr. Horrman. I will read it to you. 

The CuarrMan. If you will identify this report the Chair will have 
it marked “Exhibit 2” for reference and then you may ask questions 
about it of Mr. Hoffman. 

Do you identify this as the audit report which you gave to the com- 
mittee staff ? 

Mr. Horrman. That is correct. 

The CHarrman. Then it will be made exhibit 2 of the testimony 
today, just for reference, so that it will be part of the record. 

(The document referred to is in committee files. ) 

Mr. Horrman. Mr. Fay, I want to ask a question. Are you asking 
me what moneys we spent in lobbying or the expenses of the legis- 
lative departments? There are two different categories there. 

Mr. Fay. I want to know both. First, I want to know how much 
the legislative department spends in a fiscal year. 

Mr. Horrman. From January 1 to June 30, 1956, in accordance 
with this legislative audit on page 17, the legislative department 
spent in expenses $51,334.18. : 

The number of persons charged to it, as it says here, is 15, all the 
- the whole legislative department. 

Mr. Fay. Now, could that be broken down into how much was spent 
on lobbying? 

Mr. Horrman. I don’t have the breakdown of the exact amount of 
money spent on lobbying. 

These expenses may be for traveling, a number of things, which 
would come under 15 people who are operating as legislative people. 

Let me explain this, Mr. Fay, as I explained it to your investi- 
gators when they came over. 

_ This may be incurred in going to our membership in endeavoring 
in an educational purpose to convey to them the messages we have 
to give in order to educate them to become better citizens. 

That part of it is all part of the whole setup. 

Mr. Fay. I appreciate that, but for this record I am trying to put 
on the record the complete estimated cost, if not the specific account- 
ing cost, of that portion which goes to lobbying. 
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Mr. Horrman. The lobbying money is filed with both the House 
and the Senate and has been filed since we were required to do jj 
That is a matter of record which you can get from their files better 
than I can give you offhand. 

Mr. Fay. I appreciate that, but you are testifying. We are try- 
ing to put in the record in the easiest manner. 

Mr. Horrman. I would suggest that I did not bring duplicate 
forms with me and I would not want to put anything in the record 
unless it was the same as the record we gave to the Senate and House 
committee on what we spent in lobbying. 

Mr. Fay. I appreciate that readily. I don’t think you were asked 
to bring the records. I merely asked the question and if you had 
the information I wanted you to put it on the record as to what it is. 

I can see the reports have been filed and I am sure we have copies of 
them here and we can look at them later. 

The Cuarman. Those reports are sworn, are they not? 

Mr. Horrman. Yes, they are before a notary public. 

The CHarrMAN. We can get the information. 

Mr. Horrman. [ can supply it to you. I did not bring it with ine 
because I did not know whether I would need it today. 

Mr. Fay. I was not trying to make a point of it. I was merely 
wanting to put it in the record in the easiest manner which would 
have been your knowledge if you had it. That is all, Mr. Hoffman. 

Mr. Aver. Mr. Chairman, could I give a little enlightenment on 
this legislative account in our auditor’s report inasmuch as I am the 
secretary -treasurer / 

I think the committee should understand that there are many things 
that go into our accounting system and the charging of the various 
expenses. 

As an example, we conduct summer schools in the various uni- 
versities throughout the country. During that period we have mem- 
bers of the legislative committee here in Washington who visit these 
schools and conduct classes on our legislative program. 

That entails considerable travel expense because they go all over 
the country and that is charged to the legislative department. The 
legislative department here assists our membership in the various 
States in legislative problems. 

As an example, we have been interested for some period of time in 
the tax problems up in the State of Minnesota and we have sent 
some of our representatives up there to be of assistance. 

The same is true with workmen’s compensation. 

Just as recently as last week we conducted a national meeting in 
the city of Chicago to consider and review and formulate a program 
on workmen’s compensation to be submitted to the various State 
legislatures. 

So all.of these things plus oftice expense and heat and light are all 
charged to the legislative account. 

So by no stretch of the imagination can it be assumed that the 
moneys expended as shown by the audit report of Main & Co. here 
charged to legislative activities reflect the lobbying expenditures of 
our union. 

The CHarrMan. Can you give us the lobbying expenditures? 

Mr. Asex. Offhand I can’t, Senator. 
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Mr. Horrwan. I can provide it, but I cannot give it right this 

nnte. 

Phe CHarmman. Of course, the two accounts are not identical. 

Mr. Ape. No. 

The CuarrmMan. But the lobbying expense is charged to the legis 

tive account ¢ 

Mr. Ane... That is correct. 

The CHaiRMAN. That would have to be taken out of the legislative 
account because what is charged to legislation is not in connection with 
what we call direct lobbying, at least, your office you maintain here 
1 Washington ¢ 

Mr. Anev. That is correct. 

The CuHarmman. That part that you have charged to and expended 
for lobbying is separate and is available, has been separated in the 
report which you filed ¢ 

Mr. Apex. That is right, but as reflected in the audit report it is 
‘sta segment of the legislative expenditure. 

The CHatrman. All right. 

Mr. Fay. Mr. Abel, could you tell the committee, then, what is 
the program of your union with respect to effectuating your legis 
lative program in the next Congress? Just briefly try to tell them 
how you intend to do it and how you are educating your members 
about that program, sir‘ 

Mr. Ane... To give you a rough example, next montlh—a very good 
eximple—we have already scheduled five area conferences through- 
out the United States. The first one commences January 3. They 
will be 2-day conferences, January 3 and 4, in New Y ork City. 

From there we move into Phil: adelphia, ( ‘ineinnati, Ohio. Then 
Chicago, and finally wind up in San Francisco. 

These conferences will be held with our staff representatives, our 
wage policy committee representatives, and our local union presidents. 
Each loeal union president will be brought in. 

There we will discuss with them our economic programs and our 
legislative programs adopted at our last convention in September 
as Los Angles. We will discuss in these conferences our ‘Abas for 
implementation of those programs. 

Naturally we will discuss with the representatives as well as the 
local union officers, the advisability of acqnainting the representatives 
of Congress and our State legislators with the program of the United 
Steelworkers of America, and try to enlist their support. 

I might go further. From time to time we may find it necessary. 
at least think it necessary and important, that Mr. Hoffman ask : 
number of our representatives from the various sections of the coun- 
try to come down to Washington here and participate in a legislative 
conference and during their : stay in the city here contact their Con- 
gressmen and their Senators to acquaint them with our program and 
our thinking with respect to certain legislative matters. 

Mr. Fay. I felt it would be of interest to the committee to have 
that developed. 

The Caatrman. Those are not registered as lobbyists? 

Mr. Ase.. No, and we don’t consider them as lobbyists. 

The Catrman. I took the position when the Reorganization Act 
was before the Congress—as I recall I voted against the whole act— 
I took the position that I did not feel that a constituent of mine 
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would have to register and account for his traveling expense to come 
up here and talk to me about legislation. 

A regular lobbyist is somebody that is paid to stay here on the 
job and he should register and should be required to give an account 
ing of expenditures. ne 

But I believe that to require everyone to register who is just simply 
presenting a case to you for legislation or his views, would impinge 
upon the constitutional right of petition. 

Mr. Apev. That is the way we look at it. We are in complete 
agreement on that. 

The Cuairman. I do not think you can prohibit lobbying, even 
paid lobbying. I think you can require them to register and give an 
account of expenditures. But I am not ready to say that we should 
not have lobbying and we should not have petition and presentation 
of views to us. 

I think we should keep that open. But if a man is paid to perform 
that service like a lawyer is employed to go into court, I think you 
should have him register and require him to make a report of his 
activities. 

When a lawyer comes into court, he is a licensed lawyer. You know 
he is getting a fee for his services; he is paid to present the case. And 
I think if someone is paid to come up here and lobby to present a case 
to a Member of Congress, that should be a matter of record. 

Mr. Apex. I would say insofar as our activities in that respect are 
concerned at no time are any of our people brought down here for 
more than 2 days or a week at the outside. Never has there been any 
conference conducted by us where there would be some lobbying ac- 
tivities, if they could be construed as that, where the people would be 
in the city more than a week. 

Normally it is a 2-day conference we have had. 

The Cuarrman. Earlier this afternoon we were talking of pres- 
sure put on Members of Congress. That might be a form of pressure 
for a great labor organization to call in some of its presidents and 
say, Come up here and contact your Congressman, or Senator. Maybe 
it is a form of pressure. But still it is a constitutional right that a 
citizen has to do it. 

I do not believe that right should be denied. If I cannot withstand 
the pressure, I should not be in Congress. That is the way I feel 
about it. 

Mr. Anew. We like to think there is a very important educational 
aspect to it, too, because it provides many, many of our Members the 
only opportunity they ever have to see their Government in action. 

We think it is very educational and very constructive. 

Mr. Horrman. Mr. Fay, to further talk about this matter, I think 
you are trying to bring out, we do bring in these people who are 
known as legislative representatives, there are about 28 of them who 
come in, as Mr. Abel says, from 2 to possibly 4 days at the most. They 
generally come in at the beginning of Congress. 

The purpose is not to talk to Congress, but the purpose is to acquaint 
themselves with the possible legislative goals of the Congress so that 
they in turn can go. back and inform our membership. 

Now, we provide our membership, that is these people who attend 
it and part of this money is expended obviously in this direction, with 
a manual in which we take up the various things in which the union 
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is interested as far as the Government is concerned. We provide them 
with a manual which particularly shows the number of Senators, 
where they sit, what committees they are on and the same thing applies 
to the House, feeling that is the only way we can intelligently aioaie 
our membership. 

The committee incidentally, the staff, has a copy of this manual 
which we provided them. 

I am sorry Senator Goldwater has left because 1 wanted to say we 
provide both avenues of approach on the right-to-work bill. When 
we give it to our membership we give them the chamber of commerce 
and NAM and anybody else and it is up to them to determine for them- 
selves which is the right and which is the wrong way. 

We feel that is the only democratic way in which we are going to 
preserve our democracy. That is, we have these people coming in. 
They are here as has been the occasion, I am sure, in your own office, 
a fellow comes up from your neck of the woods who drops in ocea 
sionally to say hello to you. And a fellow by the name of Jim Smith 
comes up from down in Texas, he is just coming up to say hello to 
the man and to get acquainted with the man who is representing his 
State so he can say to his membership, “I have met Senator McClellan 
and Senator Thye and I have talked to them and told them we are 
interested in following the progress of legislation in which the steel- 
workers are interested. 

The CHammAn. Senator Goldwater informed the Chair that he 
had an appointment at 4 o’clock and would have to leave at that time. 

All right, proceed. 

Mr. Fay. I particularly, Mr. Hoffman, wanted to bring out as an 
illustration the activities which your union is engaged in to carry 
out what appears to be a very intelligent educational process as far 
as your officials and members are concerned. 

Developing it just a point further now, how would that particular 
program be financed? Is that financed out of the educational fund 
as far as the union is concerned, or to what is it allocated as you see it ? 

Mr. Horrman. Mr. Abel can better answer that. 

Mr. Asev. That is paid out of our general operating funds. 

Mr. Fay. So that is not considered in the nature of activities that 
more properly come under the educational fund / 

Mr. Aset. That is right. 

Mr. Fay. In nowise is it considered to be under the voluntary contri- 
bution fund ? 

Mr, Apex, No. 

Mr. Fay. Because there is nothing in the nature of partisan politics 
as far as that educational program is concerned ? 

Mr. Apet. None whatever. 

Mr. Fay. Now, with respect to campaign contributions, how are 
they determined as far as the steelworkers are concerned, Mr. Abel / 
First, 1 am assuming your union makes campaign. contributions / 

Mr. Apet. Yes. 

Mr. Fay. How do you go about determining to whom they will be 
made and can you give us an approximation of the amount that was 
made in the Federal elections of 1956? 

Mr. Avex. I think we contributed in the neighborhood of $178,- 
60,11 in the past campaign.’ 

841315726 
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Mr. Fay. To all the Senatorial candidates and Members of 
Congress ? 

Mr. Asev. Senatorial, congressional, in those States that prohibit 
the use of trade union moneys, all of the contributions that are re 
quired out of voluntary funds. That covers them all. 

The Cuarrman. That is the national organization contribution? 

Mr. Apet. Yes. 

The Caarrman. Some of this voluntary contribution in the political 
fund finally goes back to the States? 

Mr. Ase. That is right. 

The CHarrMan. You are not accounting for that half of it that 
went back to the States? 

Mr. Azer. No. I have no knowledge of how that was dispersed. 

The CuarrMan. But if half of it went back to the States and that 
was used for the same political purposes, then instead of being $178.- 
000, it would be twice that for your voluntary funds that got into the 
channels of political contribution ? 

Mr. Aset. That is right. 

The Cuarrman. I do not know very dollar went there, but T assume 
that the major part of it collected for that purpose went into avenues 
of political campaigns. 

Mr. AseL. Some campaign. 

The second part of your question, as to how these contributions are 
determined, we have 29 districts in our union, 27 of them here in the 
United States. In each district we have a district director. The 
districts are on a geographical basis, some of them covering a number 
of States, some of them mere counties. 

Our contributions to political candidates for Congress or the Senate, 
the contributions to congressional candidates are normally made upon 
the direct request and recommendation of the district director. 

Where it covers a State that incorporates more than one district. 
such as the State of Ohio or Pennsylvania, it is on the recommendation 
of all our directors in that State. 

Those recommendations come either to President MacDonald or 
myself. We discuss them with the directors concerned and then we 
arrive at what contributions, if any, we will make and the size of it. 

The Cuarrman. Are all the contributions made by check? 

Mr. Aspen. Yes, sir. 

The CHarrman. Now, I will go one step further. You have no 
record of other voluntary funds that may 8 raised by local unions 
or by a State organization in addition to the somewhat voluntary 
contributions that initially go into the national headquarters and 
then divided and half of it returned ? 

Mr. Apet. No, we don’t. 

The CHarrman. You have no way of accounting for that? 

Mr. Apex. Well, we have this way of accounting. So far as our 
organization is concerned, the only voluntary contributions collected. 
to my knowledge, at least, are the ones we are speaking of. Our 
local unions make the collections. They send it either in whole to my 
office, or that portion, the 50 percent, that should come to me. 

In those cases where they send the whole dollar we refund their 50 
percent. 

Now, out of the moneys that they send to me, then we make con- 
tributions in turn to the AFL-CIO COPE. 
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The Cuatrman. I understand that, but there is nothing there in 
vour constitution that prohibits the local union or State organization 
from collecting funds independently and making contributions to 
different candidates ¢ 

Mr. Anev. No, there is nothing in the constitution that prohibits it. 

While we would not have too much to say or control over what 
State organizations do as such, certainly we do over our local unions 
and if it came to our attention, which it would, we would certainly do 
our bit to stop that kind of function because it would take away from 
the program that we have outlined from the national union standpoint. 

The CuatrmMan. Then you, I assume, do not agree with those who 
oppose campaign contributions outside the State ! 

Mr. Asev. I do not believe I understood the question, sir? 

The CuarrmaNn. We have had some that have said we ought to 
stop interstate contributions. 

Mr. Apert. Such as the State of Wisconsin ? 

The CuarrmMan. Well, take my own State. In other words, 1 am 
a candidate for the Senate. Nobody outside of Arkansas should be 
permitted to contribute to my campaign because it is a State affair. 
We ought to prohibit interstate contributions to political campaigns. 

You do not agree with that? 

Mr. Anet. No; I would say that we in Pennsylvania are very much 
concerned with your actions in the Senate just as much as the people 
in your State are. 

The CHarrman. Well, I would not say it goes that far. The point 
I am making is that after all, a Senator or a Congressman beni is 
called upon to vote on legislation that is national in scope and, there- 
fore, my vote from Arkansas as a Senator from Arkansas may have 
an economic effect or other effect, upon the people of the State of 
Pennsylvania. 

Mr. Apexi. Very much so. 

The Cratmrman. Therefore, the people of other States have an in- 
terest, some interest at least, maybe not as much as the constituents 
of the State from which the Senator or Congressman is elected, but 
they do have a broad overall interest in the composition of the 
Congress of the United States. 

I do not know how you could justify, I do not know but whether 
it would be an infringement on the right of citizenship to undertake 
to prohibit a citizen from one State making a contribution to the 
campaign of a candidate for office from another State. 

Mr. Anet. I might say that I lost many hours of sleep not too long 
ago because of a certain television program that you were partici- 
pating in. My interest in that program caused me to stay up late 
hours a number of nights. . 

The Cuatrman. Well, sir, I am sorry if I caused that. 

Mr. Ane. So I was interested in your work as a United States 
Senator. 

The Cuamman. I am sure. I just do not follow the logic of 
saying that a citizen of the United States does not have any interest 
in the kind of representation that another State may send to the 
Congress because that Senator or that Congressman does vote upon 
legislation that affects the citizen of another State, of all the States. 
| just do not think it would be practical. Ido not know that it would 
be constitutional to try to prohibit it. 
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But we have had that suggestion. 

Mr. Fay. There is one item on page 17 of exhibit 2 here, if you 
will look at it, Mr. Abel, or Mr. Kio iman. The item actually, the 
tenth from the bottom is “Public Relations, Charitable and Edu- 
cational Contributions.” 

The total is $40,948.40. Can you tell us what the designation of 
“Political” there might be ? 

Mr. ABEL. Actually, sir, that title, if you want to term it that, was 
set up some years back. It has never been changed, I don’t know 
why, but quite frankly the charges to that account are contributions, 
as an example, to various organizations, of FEPC organizations or 
religious groups. 

As a matter of fact, there are all kinds of contributions, in fact 
daily, particularly at this time of the year, we are flooded with requests 
for contributions. There are more organizations as you probably 
know that have set themselves up to see that everybody has a good 
Christmas and we are a good target for those organizations. In 
addition we make contributions to colleges and universities. All of 
those are charged under the heading of “Public relations, charitable, 
educational contributions.” 

Senator Toye. Mr. Chairman, I would like to inquire, under what 
heading will you be making contributions to a college or university / 
For what purpose ? 

Mr. ABEL. Well, there are a number of colleges as you are no doubt 
aware that are always in need of money. I can cite you just one as 
an example. There is the Roosevelt College in Chicago. We make 
an annual contribution there of a thousand dollars. Every year I 
send Roosevelt College a check for a thousand dollars. 

Senator Ture. Given for what purpose? Any designated purpose? 

Mr. Ape. They are just one of the many colleges that need some 
assistance. We repeatedly get some requests. 

Senator Tuyr. Are there any other colleges or universities to which 
you make a contribution of that nature / 

Mr. Apex. Yes, there are other ones. 

Senator Ture. Do they solicit that contribution, or do you just 
make a decision that it is a school that has a philosophy with which 
you agree ¢ 

Mr. Ape. No, they solicit. Another one that comes to mind now 
is a Negro college down around Wilberforce. We make a contribution 
there annually, I believe. There are a number of them around the 
country, but they are requested contributions. 

Senator Ture. You do not voluntarily go out and say to Univer- 
sity X “We will give you money”? 

Mr. Apeu. No. 

Senator Tarp. Provided they make an inquiry you will help out? 

Mr. Apet, That is right: 

( Discussion off the record.) 

Mr. Aset. This one, Senator, came to my attention as a result of 
the visit of the representatives of this committee, by the way. After 
we had our discussions and my explanation of our method of opera- 
tion, they found to my amazement in checking some of the records 
that a contribution in the amount of $5,000 had been made out: of 
our general account to Mr. Mollohan, candidate for Governor, in the 
State of West Virginia. 
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The way that came about, I did not happen to be in the office at 
the time and the request came from our director in that district, Mr. 
Paul Rusen, to President MacDonald, it was a hurry-up thing and 
then President MacDonald sent it down to our controller, and without 
thought, or for some reason, the check was made from the general 
aceount. 

The CHARMAN. Would that be out of the dues account? 

Mr. ABEL. Yes. 

The CHarrMaNn. Was that amount reimbursed from the voluntary 
political fund ? 

Mr. Anev. It has not been to date. It just came to our attention. 

The CHarrMAn, It came from another account inadvertently ¢ 

Mr. ABEL. That is right. 

The CyHatrmMan. You realize after having discovered a mistake, 
unless you reimburse that fund from your political voluntary con- 
tributions 

Mr. ABex, It is not required out of the voluntary. This is a candi- 
date for Governor in the State of West Virginia. So it comes out 
of the educational fund. 

The CHarrman, Is it your general practice to contribute to State 
candidates for State offices ? 

Mr. ApEn, Yes. 

The CHairman, Out of the general fund ? 

Mr. Asen. No, out of our educational account. There, again, I 
should make this clarification. There are some States that prohibit 
that and we have to use the voluntary account. But West Virginia 
is not one of them. 

The CHarrMaAn, I see. So where you make contributions to State 
officers and county races and so forth, they may be made out of the 
educational account which may draw its source of fund from the dues 
paying account, or the general account ? 

Mr. Aven, The bulk of the funds, Senator, do come from the general 
treasury, but for purpose of bookkeeping and auditing and public 
reporting we transfer the funds out of the general treasury into the 
political education account rather than making contributions directly 
out of the treasury as this one happened to be made. 

The CHarrMAN. But it is first drawn out of the general account 
and placed in the educational account? 

Mr. Asgex. That is right. 

The CHarrman. But the general source of those funds are from 
dues paid by members ? 

Mr. Ape. Right. 

The Cuairman, Is there anything else ? 

Mr. Fay. Yes; one further question. 

Mr. Abel, and Mr. Hoffman, both, we asked the previous witnesses 
with relation to the determination of who is to receive a contribution, 
whether or not the registered representative of the union was asked 
for a recommendation. 

Now, what is the practice as far as your union is concerned? 
Would Mr. Hoffman’s recommendation be requested by your execu- 
tive board ? ; 

Mr. Aset, No; he has nothing to do with that. 

As I pointed out, it is through the request and recommendation of 
our directors. Of course, I think this point should be made clear 
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and I assume that the members of the committee are aware of it, that 
one of the responsibilities of Mr. Hoffman is to keep our directors 
informed on the relationships and the points of view of the Members 
of the Senate and the Members of Congress. 

From time to time they do have consultations. 

So I am sure that our directors are aware at all times of the ac- 
tivities of Members of the Senate with respect to our legislative 
program. 

Mr. Fay. I appreciate that explanation. The point I was trying 
to emphasize was that Mr. Hoffman is not the determining factor 
as to whether or not one candidate or another will be supported by 
your executive board ? 

Mr. Apex. He has nothing to do with it whatsoever. 

The Cuamman. These voluntary contributions are made by mem- 
bers, they are urged to make the voluntary contributions to go into the 
political account ? 

Do they know at the time they make the contributions to whom the 
money is going to be contributed, to what candidate, necessarily ’ 

Mr. Ase. No, Senator. 

The Cuatrman. In other words, they just contribute into a pool 
and then the decision with respect to who shall receive it and what 
amount of it they shall receive, the candidate that shall receive it, is 
left towhom? Who makes that determination ? 

Mr. Ase. The district directors who are also members of our inter- 
national executive board along with the officers, President MacDonald 
and myself. 

The CuarrmMan. You say the international executive officers, the 
cabinet, the president of the international, make the final decision 
as to what candidates should be paid the contribution ? 

Mr. Aset. That is right. 

The Cuairman. All right. 

Are there any further questions ? 

Gentlemen, the Chair thanks you very much for your attendance 
and your cooperation. 

Mr. Horrman. I would like to say if we can be of any assistance 
to Mr. Fay or your committee, we are available whenever you want 
in our Washington office. 

The Cuamman. The committee stands in recess until 10 o’elock in 
the morning. 

(Thereupon, at 4:55 p. m., the subcommittee was recessed, to re- 
convene at 10 a. m., Wednesday, December 12, 1956). 
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Unirep StTaTEs SENATE, 
SrecraAL Comarree To LyvestiGatre PoirricaL ACTIVITIES, 
LopBYING, AND CAMPAIGN CONTRIBUTIONS, 
Washington, D.C. 

The special committee met at 10 a. m., pursuant to Senate Resolu- 
tion 219, 84th Congress, agreed to February 22, 1956, in room 357 
of the Senate Office Building, Senator John L. McClellan (chairman) 
presiding. 

Present: Senators McClellan, Thye, Goldwater, and Purtell. 

Also present: George Morris Fay, chief counsel; John J. MeGov- 
ern, associate counsel ; Paul E. Kamerick, chief investigator; Abraham 
K. Weber, assistant counsel; John P. Burke, assistant counsel; and 
Vivien 1, McConnell, chief clerk. 

The CaarmMan. The committee will be in order. 

(Members of the committee present at the opening of the hearing 
were Senators McClellan, Thye, Goldwater, and Purtell.) 

The Cuatrman. Mr. Alexander, will you come around, please! 
Will you be sworn? Do you solemnly swear that the evidence you 
shall give before this Senate special committee shal] be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Mr. ALexanper. I do. 

The CHarmMan. Be seated, please. 


TESTIMONY OF ARCHIBALD S. ALEXANDER, COCHAIRMAN OF 
VOLUNTEERS FOR STEVENSON-KEFAUVER 


The Caiman. State your name, your place of residence and your 

business or occupation for the record, please, sir. 
_ Mr. Avexanper. My name is Archibald S. Alexander, and I live 
in Bernardsville, N. J., and I am a lawyer by profession, and I am 
appearing before you as director of the Volunteers For Stevenson- 
Kefauver. 

The Cuarmman. I am sure you are familiar with the rules of the 
committee with regard to your right to have counsel present, if you 
choose to do so. Do you waive counsel ? 

Mr. ALEXANDER. Yes, sir. 

The Cuarrman. Do you havea prepared statement, Mr. Alexander / 

Mr. Atexanper. No, sir. 

The Cuarrman. All right, Mr. Counsel, you may proceed. 

Mr. Fay. Thank you, Mr. Chairman. 
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Mr. Alexander, just generally, you are aware of the area in which 
the committee is interested, as far as facts within your knowledge 
are concerned ? 

Mr. Artexanper. Yes, Mr. Fay, and I have read and tried to think 
of answers for your 39 questions. 

Mr. Fay. All right. We furnished you the outline of questions 
that we wanted to pursue; that is what I was leading up to. 

Mr. ALEXANDER. Yes, sir. 

Mr. Fay. Would you describe.to the committee just the organiza- 
tional setup of the Stevenson-Kefauver committee that you headed and 
give briefly an outline of how it worked. 

Mr. Avexanper. Mr. Fay, the Volunteers for Stevenson-Kefauver 
consisted of 3 principal officers serving without compensation, 2 co- 
chairmen, and myself, and had a number of vice chairmen, treasurer, 
and a number of paid employees, and a larger number of volunteer 
employees operating an office in Washington, D. C. 

The functioning of the organization, in general, was that since’ the 
objective was the election of Mr. Stevenson and Mr. Kefauver after 
the convention, the committee came into existence only after the 
convention. 

The decisions were made generally by a majority of the three 
principal officers. In the nature of things, it was more difficult to have 
more formal] meetings. 

Mr. Fay. Did you say who the other two members were? 

Mr. Atexanper. The cochairmen were Barry Bingham, of Louis- 
ville, Ky., and Mrs. Edison Dick, of Chicago, or a suburb near Chicago, 
in Illinois. 

Mr. Fay. So that the policy matters, as far as the committee’s oper- 
ations were concerned, then, was to be determined by you and those 
two cochairmen ? 

Mr. Atexanver. That is right. 

Mr. Fay. Now, the conventions being in the middle of August, 
actually your operation only covered the period of approximately 
214 months. 

Mr. Avexanver. That is right. 

Mr. Fay. During that time, how many meetings would you say were 
necessary for the chairmen of the committee ? 

Mr. Arexanper. There were informal meetings, as a rule, several 
times a day, when questions came up which had to be decided. 

Mr. Fay. Were three of you located here in Washington during that 
period of time? 

Mr. Atexanper. Except when we were on the road with the candi- 
dates or otherwise. 

Mr. Fay. You worked a full-time operation day by day? 

_ Mr. Avexanper. Yes, and we moved ourselves physically to Wash- 
ington. 

Mr. Fay. Then, what was the mechanical operation with respect to 
securing the contributions which were received by that committee, or 
the expenditures ? 

Mr. Atexanper. The first effort was a mailing to'a number of thou- 
sands of people, which was actually sent out on the 20th ‘of August, 
right after the conclusion of the convention, because Mr. Stevenson 
had spoken to the three of us and asked us whether if he were nominated 
we would be willing to create a volunteer group. 
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The CuamrMaNn. May I ask a question at that point? I had in mind 
to inquire whether your committee was set up with the approval of the 
candidates or with the approval of the national committee, or both. 

Mr. Avexanper. Sir, it had no approval or disapproval of the 
national committee, but it had the specific approval of Mr. Stevenson, 
and after the convention, of Mr. Kefauver. 

The Cuatrman. In other words, it was set up at the instance of Mr. 
Stevenson who requested it, or he initiated the idea ( 

Mr. ALEXANDER. Yes, sir. 

The Cuarrman. But it did not have the approval or disapproval, 
I assume, of the national committee. In other words, there was no 
affirmative action that was taken in that respect. 

Mr. ALexanpber. That is right. 

The Cuatrman. So that the national committee, did they have any 
control over its action ? 

Mr. Arexanper. No, sir, it did not. 

The CHatrMan. It was completely independent of the national 
committee ¢ 

Mr. ALEXANDER. Yes, completely. 

The CHatrMaANn. Were not consultations held with the chairman 
of the national committee or the others, and the work of the two com- 
mittees coordinated, so to speak ¢ 

Mr. Atexanpver. There was one meeting held by Mrs. Dick and 
myself. 

The Coamman. Who was that? 

Mr. Autexanper. Mrs. Dick, one of the cochairmen, and I met with 
Mr. Butler a little while after we established our office here and we 
talked to him for about an hour and a half about our ideas were of 
what the volunteers were going to do so that he would have knowledge 
of that. 

The Cuatrman. In other words, you did not get his permission / 

Mr. ALEXANDER. No, sir. 

The Cuatrman. But you rather informed him of the establishment 
of the committee and what functions you proposed that the committee 
would perform ¢ 

Mr. Atexanper. That is correct, sir. 

The CuHarrman. I just wanted to get that background. 

Mr. Fay. Just develop, if you will, your committee’s method of 
securing the contributions. 

Mr. Atexanper. We had a letter prepared and we had obtained 
from Governor Stevenson’s office a list of people who had supported 
him in 1952 or written to him since then. We were able to get the 
letter set up so that—I think the nomination was on a Thursday, and 
on Saturday it was able to be mailed. The response was very satis- 
factory in a relatively short time, so that we were then in funds to 
start operations. 

Mr. Fay. Now, do you have available the total amount of funds that 
were received by your committee during 1956, or during its existence 
In 1956 ? 

Mr. Avexanper. Yes, Mr. Fay. Through the 30th of November, 
and beginning, I suppose about the 23d of August, the first funds must 
have been received then, the total collections of the Volunteers for 
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Stevenson-Kefauver were $576,806.49, according to the accountant’s 
statement. 

Mr. Fay. Is that also the figure that was reported to the clerk of 
the House in compliance with the statutory requirements which your 
committee had ¢ 

Mr. ALtexanper. I am sorry, I do not remember the period covered 
by the last report to the Clerk of the House, but if that was it, that 
is right ¢ 

Mr. Fay. This would be a cumulative figure / 

Mr. Atexanper. This is a cumulative figure, ves: and I think that 
the three reports, of which I sent you a copy, cover only through 
October 31, and therefore they would have a smaller amount. 

Mr. Fay. I doappreciate that. 

The Caarrman. You did file reports ? 

Mr. Atexanper. Yes, sir. 

The CuarrMan. Have you filed your final report ? 

Mr. ALexanper. My understanding, sir, is not, that we file that as 
of the 31st of December. 

The CHamman. Do you understand under the present law that 
such a committee is required to file reports / 

Mr. Atexanper. I do. 

Mr. Fay. Actually, I think you have to file it within 3 days of the 
close of the calendar year, and there has been some previous testimony 
that that 3 days might be extended to 10 days or so because of the 
volume of work entailed in submitting such reports. 

Mr. Avexanper. I think that would be much more practicable. 

Mr. Fay. Now, did your committee have any occasion to turn over 
any of its funds to the Democratic National Committee, Mr. 
Alexander ¢ 

Mr. ALExanper. No. 

Mr. Fay. In turn, the Democratic National Committee, did they 
turn over any funds to you, to your committee ? 

Mr. ALexanper. No, sir. May I just, because I would not want to 
be misleading, say that there were 1 or 2 programs carried out in 
States and localities such as a closed circuit TV dinner and sales of 
booklets, $5 and $1 coupons, which were done, I understand, on a 
more or less cooperative basis by party organizations and volunteer 
groups in States and localities. Those moneys found their way, some 
of them, to the national committee if the party organization was 
running this, and some of them to us, if the volunteers were running 
it. But at the national level, there was never any payment either way. 

Mr. Fay. Now, do you have the figure of your total expenditures? 

Mr. AtpxAnper. Yes, sir. Through November 30, our total ex- 
penditures were $504,718.41. We still have some unpaid obligations, 
however. 

The CHairMAN. Do you anticipate you will be in the red, or you 
will have a surplus? 

Mr. ALEXANDER. Sir, I don’t anticipate that we will have a surplus. 
I am hoping it will come very close to breaking even. We made the 
best calculation we could just before election day of what we could 
commit for, radio and television, at the last minute for the candidates, 
and that we spent, and we will see how good our calculations were. 

The CHatrMan. You do not anticipate any large deficit, or any 
surplus of any consequence ? 
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Mr. AtexaANnpeR, No, sir, we hope there won't be any of either. 

Mr. Fay. Do you have in your computations there a percentage of 
the expenditures made for television ¢ 

Mr. AtexAnper. Yes, Mr. Fay, I have those figures in answer to 
oue of your questions. The radio and television was 37 percent of 
our expenditures, and I have left off the decimal point. ; 

Mr. Fay. Now, on that which would be an expenditure of approxi- 
mately $200,000, what was your method of coordination as far as the 
national committee was concerned ? 

Mr. ALExAnperR. The method of coordination was this: We would 
learn of, or in some cases as we would suggest a television or a radio 
program, I believe that there was a firm, Norman, Craig & Kummell, 
which did the contracting for the candidates for all television time, 
and we would then undertake, depending upon what balances we had 
on hand, we would try to pay $25,000, or whatever the figure might 
be, toward next week’s television appearance for one or the other 
of Messrs. Stevenson or Kefauver. Then I believe checks would 
be made payable, not to the broadcasting company, but to Norman, 
Craig & Kummell. 

The CuArmman. In that respect you were not acting independent 
of the national committee, 

Mr. ALEXANDER. Sir, we were acting—— 

The CHarRMAN, You were cooperating with it and helping to sup- 
ply funds for its program: was that correct / 

Mr. ALexANDER. We were helping supply funds for a television 
or radio program on which either Mr. Stevenson or Mr. Kefauver 
would appear. In some instances whether we paid for it all ourselves, 
and in other instances got other people to assist, or we assisted other 
people, that would be the situation. 

The CHarrMAN. So there was that cooperation between the volun- 
teer committee and the national committee ! 

Mr, ALExanper. Yes, sir. 

The Caatrman. Although there was not at any time any allocation 
of funds as such from one committee to the other for its expenditure. 

Mr. Auexanper. That is correct, Mr. Chairman. Might I elaborate 

just a little on that? We anticipated when we saw Mr. Butler that 
there would be opportunity for us to try to finance all or part of radio 
and television programs for the two candidates, and so we arranged 
for our public relations man to be in touch as necessary with the com- 
peare independent public relations man of the national committee, 
vecause there had to be cooperation, as you say. 
_ The Caatrrman. Why I am asking hone questions is that I am try- 
ing to determine under the present law, $3 million is the limit that 
the national committee can expend. Now, it does seem to me that this 
sort of an arrangement actually violates the spirit of the law. Now, 
we are called upon here to review this law and determine how it is 
operating and what should be done in the way of legislation, and I 
think it is conceded by everyone who is familiar with politics that the 
present limit is completely unrealistic, and we have the suggestion 
that the limit be raised. But simply raising the limit is not the answer 
if this practice that you are relating here now can still continue after 
the limit is raised. 
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In other words, we do not have any limit actually as far as al! 
practical results are concerned. We have no limit now. These actions 
of independent committees which may be termed a subterfuge—cer- 
tainly as the law is now they are legal subterfuges, and it is becoming 
a more difficult problem every moment to me, as I hear this testimony, 
how in the world you can have a limit and enforce it. 

If this kind of operation is continued, I do not at the moment know 
how it could be prevented, and it occurs to me that the raising of the 
limit is not the answer for better control and supervision. That alone 
will not solve the problem. 

I am just trying to get a complete picture of the practices of today 
under existing law. ' 

Mr. Fay. Mr. Alexander, further on the chairman’s point, do you 
have any firm opinion of your own with respect to the reasonableness 
or the unreasonableness of any limitation, or if you believe there 
should be a limitation, what you feel the amount should be as far as 
the national committees are concerned ¢ 

Mr. ALexanpver. Mr. Fay, naturally the volunteers as such have no 
view on this, and I am very reluctant to testify on this point in view of 
the fact that people have already testified or will testify before you 
whose business it is to consider it, who will be affected by whatever you 
do. Therefore, I think they are more competent witnesses. 

I agree with the chairman that the present system is not really 
accomplishing what I suppose it was intended to accomplish. 

Mr. Fay. Then taking up one point that you mentioned a while 
ago, that the television time was usually secured through an adver- 
tising agency and that whatever expenditure was made by your com- 
mittee was made in the form of a check to the advertising agency— 
that is the common practice as far as getting the TV time is con- 
cerned, I understand. 

Mr. ALExANDER. We were told it was not possible to deal directly 
with the broadcasting companies. I don’t know whether that was 
scales talk or not. 

Mr. Fay. I appreciate that. Now, dealing through the advertising 
agency, did you at any time learn of any difficulties in securing the 
television time that you wanted or that you received ? 

Mr. Avexanper. I did not. But such difficulties might have existed 
without my having time to hear about them. I will say that I think 
our problem was rather to find enough money to pay for time than 
the getting of time. 

Mr. Fay. You feel that as far as the programing was concerned, 
to your knowledge at any rate, you received all of the time and the 
type of time, as I might describe it, that your committee desired ¢ 

Mr. AexAnper. I am sorry, I am really not informed enough to 
be able to answer that. It is only negatively; I never learned of 
trouble. 

Mr. Fay. With respect to your national organization which oper- 
ated out of Washington here, did you have local committees in the 
48 States or in any of them? 

Mr. ALexanpverR. We did not have local committees in the sense that 
they were subsidiary to usin any way. There did spring up, I think, 
in as many as 43 States, volunteer committees of independents of 
various names, and most of them got in touch with us and got litera- 
ture and other guidance from us, but no direction. 
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Mr. Fay. Were they completely independently financed as far as 
their operations were concerned in 43 States 

Mr. ALexanper. Completely. 

Mr. Fay. So that you would have no knowledge, and there was no 
reporting system that would give you a knowledge, as to what the 
expenditures might have been as far as those 43 committees were 
concerned in the States. 

Mr. ALExanper. No, sir. We thought it would be interesting to 
trv to get that record, and we wrote to such officers as we knew the 
names and adresses of for these local committees, and asked them if 
they would let us have reports, and I think we have had a very small 
handful only. I think many of them either did not keep complete 
reports, or disbanded so fast that they could not get the information 
to us. 

The Cuarrman. At this point let the Chair inquire whether those 
independent committees are required to report aie the present law. 

Mr. Fay. As far as a national report to the Clerk of the House, 
it is our understanding that they do not have to so report, Mr. Chair- 
man. They are on a par with the State Democratic, or State Repub- 
lican committees. 

The Cuarrman. Under the present law it is only the national com- 
mittees or the committees of national scope that are required to report / 

Mr. Fay. Or a committee acting interstate in two or more States. 
Where the committee is limited to actions intrastate, there is no Fed- 
eral obligation for it to report to the Clerk of the House. 

The CuarrmMan. And you say you had only a minimum of response 
to your request for this information ? 

Mr. Atexanper. I did. 

Mr. Fay. Now, of the response that you did have, Mr. Alexander, 
do you have any figures at all that you could give the committee just 
as an indication of the amount that one of these independent local 
State committees of the 43 would have expended in the course of 
their campaigning for the ticket ? 

Mr. Atexanper. The information that we have is so fragmentary 
that I don’t think that you could show a trend from it. I remember 
only one instance which was a fairly large State. They showed 
receipts of $55,000. 

Mr. Fay. That is exactly what I wanted to try to get on the record: 
an indication, even though it may be fragmentary, of the amount that 
could have been expended in the different individual States. 

I think that you testified earlier that those committees did not, as 
committees, contribute to your national committee; did they ¢ 

Mr. Atexanper. No, sir; I do not think that I testified to that 
effect, because the fact is that a good many State and volunteer groups, 
at some point, would send us contributions. 

Mr. Fay. So that, again trying to get a definitive limitation of the 
area in which they were working, assuming that State that. you indi- 
cated the expenditures were $55,000, might part of that $55,000 have 
been of contribution to your national committee ? 

Mr. ALexanper. It was, in fact. I think that that State sent ap- 
proximately $20,000. to the national Volunteers, which is included 
i this $576,000 total. 


_ Mr. Max. And that might well be true of some of the other 43 
States ¢ 
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Mr. ALexanver. Yes, sir. 

Mr. Fay. And they operate in the same way ! 

Mr. ALexanper. Many of them do. 

Mr. Fay. So that the reports from that one State that had received 
$55,000 to the Clerk of the House, if it was required by law, which 
I do not believe it is, would have shown an overlapping as far as your 
figure was concerned of the national operations. 

Mr. Atexanper. That is absolutely true, and I do not believe it is 
required and they do not consider themselves required to report. 

Mr. Fay. I appreciate that, and I do not think the law requires 
such reporting. 

Were there any problems as far as your committee was concerned 
in its operations which arose because of the Corrupt Practices Act, 
which is presently existing on our lawbooks ? 

Mr. Avexanver. I do not consider that there were any serious dif- 
ficulties that we encountered because of that act, if that is your 
question. 

Mr. Fay. Yes, sir. 

Mr. AtexaAnverR. We sought advice of counsel immediately on com- 
ing here, in order to try to know how our business should be conducted. 
things like keeping a record of every contribution and that kind 
of thing. Of course, that is a lot of work, and it tends to make over- 
head, but we can’t say that that is unreasonable. 

Mr. Fay. Requirements as far as the filings were concerned were 
within reason in your activities. 

Mr. Atexanper. As I remember it, there were one or two occasions 
when there was a period like 3 days which seemed a little short to 
us at the time, but it was possible. 

Mr. Fay. Now, with respect to the operations as far as primaries 
are concerned, as distinguished from the general election, your com- 
mittee was not in existence as far as a primary was concerned. 

Mr. ALExanpver. It was not. 

Mr. Fay. Would you have any feeling or opinion at all with respect 
to the covering of primary elections by Federal Government ? 

Mr. Atexanpber. I could have no opinion other than as an ordinary 
citizen, that it seems that if we are concerned about the sanctity of 
elections of Federal officers, all parts of that system might be relevant, 
not only the general election but the primaries. But that is an unin- 
formed opinion. 

Mr. Fay. Now, you indicated as far as your committee was con- 
cerned that immediately upon being created or even prior to that, 
that you were requested by the candidate, Mr. Stevenson, to set up 
the committee ? 

Mr. Atexanper. That is correct. 

Mr. Fay. So that there was no question as far as your committee 
was concerned that you were operating with the authorization of the 
candidate. 

Mr. Atexanver. There was no question whatever. 

Mr. Fay. Do you have any views with respect to that as a logical 
requirement for all committees acting in behalf of a candidate? 

Mr. Atexanper. Nothing out of my experience this year, Mr. Fay. 
I think that you could see arguments both ways as to other committees. 
From the point of view of the candidate, obviously some organizations 
are so big that he can’t possibly expect to control them, and on the 
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other hand he could be extremely embarrassed by small groups that 
might choose without his consent to try to support him. I don’t know 
what the right answer is. 

Mr. Fay. Well, if the candidate were required to authorize the 
activities of committees and if the committees m turn were required to 
carry such an authorization or evidence of such an authorization, it 
vould not be with the requirement, of course, that the candidate was 
bound by every word that was spoken by such a committee in his 
behalf, but rather that the expenditures of money Se would 
be made with at least his apparent knowledge or the knowledge of 
his agent acting on his behalf, and thereby giving a st —_ of approval 
to committee action rather than to individual actions. That is what 
we are attempting to develop. 

Mr. Avexanper. Well, sir, insofar as that applied to committees 
that were working only for that candidate, I think that would be 
entirely sound. en you get into a question of a committee that 
may be supporting a number of candidates or working in more than 
one State, and this particular candidate is only a candidate in one 
State, then you get into serious difficulty, it seems to me. 

Mr. Fay. Could you tell the committee some indication of the 
breakdown of the sources of your funds from an amount standpoint 
rather than a personality standpoint ? 

Mr. Atexanper. The accountant’s figures indicate that we received 
$273,000 from individuals, and $302,000 from organizations, com- 
mittees, and so on. The organizations, committees, and so on, as far 
as I know, looking over the record of contributions of $100 or more, 
consisted of 2 amounts of $5,000 each from political-action com- 
mittees or such of labor unions, and all of the silts of the $302,000 
was from State or local volunteer or other independent groups. 

The Cuarrman. The major part of your funds, of the $576,000, 
were contributions from other committees or organizations, is that 
correct ? 

Mr. Atexanver. Of the $576,000, $273,000 was from individuals, 
and $302,000 was from committees. 

The Cuatrman. I say the major part. 

Mr. Autexanper. It was almost even. 

The Cuairman. It came from other organizations or groups? 

Mr. ALExanper. Yes, slightly the major part. 

_The Cuatrman. What percentage of that would you say came from 
similar committees operating within the States? 

Mr. Atexanper. I think about $290,000 came from State or local 
volunteer groups. 

The Cuatrman. Not permanent organizations, but groups that had 
established an organization solely for the purpose of this campaign / 

Mr. Atexanpver. That’s right. 

Mr. Fay. Mr. Alexander, do you have any breakdown in the figure 
there that would indicate the number of contributors to that $273,000 
figure? 

Mr. Atexanper. It was of the order of 14,000 or 15,000. 

Mr. Fay. Do you have any opinion or views with respect to the 
existing limitations as far as maximum contributions that can be 
made by an individual to one candidate or committee? You are aware 
that it is $5,000 at the present time. 
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Mr. ALexanper. I have a personal view. 

Mr. Fay. Would you care to express that? 

Mr. ALexanper. I think that eas ought to be a limitation on the 
amount that any one individual can give in any one year, no matter 
how many different campaign committees or organizations or candi- 
dates are concerned. I don’t know whether that figure ought to be 
something like $5,000, or $10,000 in one year, but I think that there 
should be some such limit, overall. 

Mr. Fay. Do I understand your view then to be that as far as one 
citizen is concerned, your thought is that there should be a limitation 
of whatever the figure would be, $5,000 or $10,000 or whatever was de- 
cided to be practical, of all contributions to all political candidates or 
parties throughout the country, that he would be interested in ? 

Mr. ALEXANDER. Yes. 

The CuHatrmMan, Do you mean that would apply to candidates for 
governor, and candidates for secretary of state? In other words, that 
would be State officers, or are you talking about Federal office only ? 

Mr.- ALexanver. I was assuming that the legislation could only 
cover Federal office. 

The Cuarrman. Would cover only Federal office? 

Mr. ALEXANDER. Yes. 

The CuarrmMan. Do you think, and you are a lawyer, that the Fed- 
eral Government could under our Constitution impose a limitation on 
State offices, and contributions for State offices ? 

Mr. Auexanper. I very much doubt it, sir. 

The Cuatrman. Ido,too, That is why I wanted to clear the record. 
You are talking about a limitation that the Federal Government should 
undertake to establish and enforce, a limitation of political contribu- 
tion annually in the realm of Federal jurisdiction ? 

Mr. Atexanpver. That is right. Thank you for making my answer 
clear on that, sir. 

Mr. Fay. You might have read, Mr. Alexander, of the proposal or 
the suggestion that has been made that a limitation be placed on every 
individual with respect to a contribution which was designated as not 
to exceed $20 in any election campaign. Are you familiar with that 
proposal that has been made recently ? 

Mr. ALeExaNnper. No, sir, I am not. 

The Cuarrman. Do you think that is a realistic limit ? 

Mr. ALExaNperR. No, sir. 

The Cuarrman. The limit that you have in mind would exceed that 
amount ¢ 

Mr. ALEXANDER. Yes, sir. 


Mr. Fay. Do you have any view with respect to another proposal 
that has been suggested, that any one contributing, taking an. arbi- 
trary figure of $5,000 or more, should himself be required to report 
that contribution to the Clerk of the House, or a designated depository ! 

Mr. ALExANpDeER. I do not have a view on that, Mr. Fay. I am all 
against paperwork, if it could be avoided, but if one could not get the 
full facts without that, then perhaps it would be necessary. 

Mr. Fay. Do you have any view or opinion with respect to the sug- 
gestion that a tax deduction or a tax credit might be allowed as far 
as a political contribution is concerned / 

Mr. ALEXANDER. Yes, sir. I would be in favor of such a deduction 
within reasonable limits. 
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Mr. Fay. Have you given any thought to a limitation or amount? 

Mr. ALexanper. I haven’t any view on what the amount should be, 
but obviously it should be limited. But it seems to me that it would 
encourage ple to take an interest and actual participation in some- 
thing that is very vital to them just as you encourage them by deduction 
to do the same thing for charitable and educational concerns. 

Mr. Fay. Now, have you any thought to the practical aspects of a 
tax credit as contrasted to the tax deductions In other words, it 
would be a subsidy as far as the Government is concerned. 

Mr. Atexanver. I would have thought it would be better to do it 
in a manner analogous to the deduction allowed for charitable or 
educational gifts. 

The CuHarrman. I do not understand that there would be any dif- 
ference of a Government subsidy, if you did it either way. If so I 
would like to have it pointed out, since you are an attorney. Sup- 
pose you make the limitation on $100. If that individual paid his 
tax on that $100, and that deduction was not allowed, the Govern- 
ment would get $20 or $30 or $40. So if you allowed a $100 pac: 
tion, the Government is, in effect, contributing the tax that it would 
have collected. If you allowed him a tax credit, it amounts to the 
same thing so far as the Government subsidy is concerned, if you can 
use that term. Do you see any difference? 

Mr. ALexAnpeER. Not from the point of view of it being a subsidy 
from the Government; no. 

The Cuarrman. As a practical thing, it is a subsidy from the Gov- 
ernment. If you pass a law either way, it is not actually a subsidy, 
because it is not money appropriated and expended. But it is a priv- 
ilege that is extended in our tax laws that precludes the Government 
from getting the money that it would otherwise be entitled to under 
our present tax system. So either way, to my point of view, if it is a 
subsidy at all, either way you do it either by allowing a $100 exemp- 
tion or allowing a tax credit of $20 or whatever the amount is, it 
amounts to the same thing. 

Mr. ALExanpeR. That is correct, sir. I merely thought it would 
be easier to administer and perhaps to check, if you treated it as a 
contribution for which a Gaflartion was allowed in the same way in 
which you do with a contribution to a charity or educational 
institution. 

Senator Purretn. Could I explore that just a moment? I am not 
sure whether in expressing your opinion, did you feel there should 
be a flat allowance made. My reason for saying that is that some 
inequity might creep in where a person with a 90 percent bracket 
might contribute $1,000, and he is allowed a 90 percent deduction, 
where the fellow in the lower bracket would aetuadty be making per- 
sonally a greater contribution. The Government would be making 
a larger contribution depending entirely on the income of the indi- 
ae permitting the deduction. Have you given any thought to 
that ¢ 

Mr. Atexanper. Yes, sir, I have, but it seems to me the same thing 
applies in the case of the Government subsidy to Harvard Univer- 
sity; one taxpayer might be in the 90 percent bracket and the other 
in the 10 percent bracket, who claims a charitable deduction. 


84131—57——27 
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Senator Purre... I wanted to get your opinion. You feel the same 
thing should apply if it is applied at all in the allowance for deduc- 
tion of political contributions; is that right? 

Mr. ALEXANDER. Yes,-sir. 

Mr. Fay. And the basis for that opinion is to at least partially 
engender more interest on the citizenry of the country to participate 
in their political affairs? 

Mr. ALexanper. Yes, sir. I think all of us who have been trying 
to get money for political endeavors have run into a difficulty that 
some of the individuals do not want to do it because they wouldn’t 
get a deduction. 

Mr. Fay. Has that factor actually appeared to your knowledge, Mr. 
Alexander, in solicitation ? 

Mr. ALEexanver. It is one of the resistances that I have run into. 

Mr. Fay. It has been? 

Mr. ALEXANDER. Yes, sir. , 

Mr. Fay. That is interesting. I appreciate your view on that. 

Now, there is just one other question or thought that I wanted to 
explore a minute. That is, you are aware at the present time of the 
existing law that prohibits corporations and banking institutions, and 
labor unions, from contributing to a campaign out of their personal 
funds ? 

Mr. ALEXANDER. Yes, sir. 

Mr. Fay. Do you have any views at all as to the practical operation 
of that legislation ? 

Mr. ALexanper. Well, the best answer I can give to that is that 
when it came to our committee, complying with the law, we found it 
possible to comply with it and it wasreasonable. Occasionally a check 
would come in which was signed by somebody, “Inc.” or it was doubt- 
ful whether it was an individual, and the standard instructions were 
to send the check back. Likewise, when there would come in a 
contribution which appeared to be from an organization connected 
with a labor union, before accepting the money, we satisfied ourselves 
that it was not out of dues, but a fund voluntarily contributed. 

Mr. Fay. Just basically with respect to the existence of the law, 
do you have a view as to whether or not that law should be maintained 
and enforced or that it might be considered for repeal ? 

Mr. Avexanper. I am afraid I do not have a view on that. My 
offhand view is that it is a proper prohibition in the law. 

Mr. Fay. You feel it is a proper prohibition ? 

Mr. Atexanper. Yes, I do. 

Mr. Fay. The final question I have is whether or not your committee 
actually employed a public relations firm in connection with its work 
as a nebsaunlamianaae committee for the candidate. 

Mr. ALExanpeR. We employed an individual who took a leave of 
absence from his firm. 

Mr. Fay. Was that an expenditure that your committee was required 
to make for his services, or was that a voluntary contribution of time? 

Mr. ALExanpeER. No, sir, he came on a retainer. 

Mr. Fay. He was ona retainer ? 

Mr. Atexanper. We paid him 5,300-some odd dollars, which in- 
— arene expenses, for the full 8 months that he worked, or almost 
3} months. 
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Mr. Fay. What was the type of services that he was primarily re- 
quired to provide for your committee, sir f 

Mr. ALExaNpDeER. Well, he advised us on releases, statements, and 
other public relations matters, like having eae conferences, and he 
assisted us in preparing campaign material, and he represented us 
when it came to our seeking to participate or to originate radio and 
television programs for Messrs. Stevenson and Kefauver. 

Mr. Fay. Those are all of the questions I have, Mr. Chairman. 

The Cuarrman. Are there any questions? 

Senator Toye. There has been some mention, and you have heard 
of the plan that was adopted in one county and in one community in 
Minnesota, it was the community center of Alexandria, Minn. They 
made the contributions, and then the funds were allocated to the 
political parties on a percentage basis. What is your opinion of that? 

Mr. ALexAnpeR. I think that is a very wonderful thing to do. 

Senator Toye. Do you think it would be practicable on a nation- 
wide basis ? 

Mr. ALEXANDER. I don’t think one could tell until one tried, but I 
would like to see more and more of that done myself. 

Senator Ture. What is the most advantageous—or rather, to put 
the question this way: In which manner is it most advantageous to 
the contributor ? 

Mr. ALEXANDER. Because the citizenry in the area concerned gets 
the same feeling that they are doing something for the public good 
that they might with a community chest or other similar program. 
I think that-you are able to get. more support from more people, and 
more participation therefore in political activity by more people, 
which 1s certainly good. There is absolute assurance that the money 
contributed comes without any condition whatsoever. 

Senator Ture. And the recipient of that type of a political con- 
tribution would not have to look to any one individual at any time in 
the services as having a feeling of, “I should be grateful to you for 
the contributions that I know you make to my committee.” 

That is eliminated under such a plan. 

Mr. ALEXANDER. Yes, it is. 

Senator Tuyr. That is all, Mr. Chairman. 

Senator Purtsett. The subject I wish to ask you has already been 
explored by Senator Thye. Have you given study to this Alexandria 
plan? It interests me. Have you given any study to it at all, except 
what has appeared in the newspapers? Have you really gotten down 
to studying the thing? 

Mr. ALEXANDER. No. 

Senator Purretn. It seems to have a lot of promise. I do not know 
too much about it and I am anxious to find out whether you in the 
capacity of heading up this very active committee had given any 
further thought to it. 

Mr. Atexanper. No, sir, excepting that I think that anybody who 
seeks to raise money for political committees would like to find better 
ways of doing it. 

Senator GotpwaTer. I have no questions. 

Mr. AtexanpeR. May I make one briew statement arising out of 
something here? It is merely that it may be well that Congress did 
not contemplate when it created the $3 million limit on a committee 
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that there would be other committees. I just want to point out, from 
the point of view of an organization like the volunteers, I think 
there is a place in the scheme for them because there are a number 
of public-spirited people in the country who for good or bad reasons 
do not wish to be associated or even contribute directly to party or- 
ganizations. Therefore, I hope that in whatever legislation may come 
out of the deliberations of this committee, you will not look too un- 
kindly on the existence of independent organizations, provided they 
are, as we were, really independent. 

The Cuarman, The Chair will answer your question, as far as 
he is concerned personally. I do not look with disfavor upon them 
at all. I do not think that they could be barred by statute nor do I 
think that they should be. These committees, a good many of them, 
are composed largely of people of independent thought and who do 
not feel under allegiance to parties as such, and they choose to support 
candidates rather than parties. 

I do not think that Congress has the power to prohibit them nor do 
I think that they should be prohibited. 

Our objective is to gain more supervision over them, so that we can 
have better knowledge of their activities, and their expenditures, and 
the cost of elections, and get the facts before us, and not to prohibit 
them but to find some means if there is to be a limitation of making 
it effective. If there is not to be a limitation, or there should not be 
a limitation, we should repeal the existing law that requires it. It 
is not to condemn them. In fact, I commend them. I think perhaps 
that is the sentiment of all of us on the committee. 

In the task assigned to this committee, I think it is our duty to 
explore all of the facets of political activity today. If we are going to 
rewrite statutes and we are going to seek a remedy, we have to have 
the facts and the information. 

I think that you have given us some splendid testimony of how 
your committee operated, and we very much appreciate your presence 
and your cooperation. 

Thank you very much. 

The Cuatrman. The next witness is Mr. Sidney Scheuer. Mr. 
Van Arkel I believe is also with you. 

Mr. Scuever. Mr. Agree is the secretary of our committee and I 
Conem they could answer factual matters more accurately than. I 
could. 

The Cuarrman. Will all three of you gentlemen be sworn then? 
Do you and each of you solemnly swear that the evidence you shall 
give before this special Senate committee shall be the truth, the whole 
truth and nothing but the truth, so help you God? 

Mr. Scuever, I do. 

Mr. Van ArxeL. Ido. 

Mr. Acreg. I do. 
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TESTIMONY OF SIDNEY H. SCHEUER, CHAIRMAN OF THE NA- 
TIONAL COMMITTEE FOR AN EFFECTIVE CONGRESS, NEW YORK, 
N. Y.; GEORGE E. AGREE, TARRYTOWN, N. Y., EXECUTIVE SECRE- 
TARY, AND GERHARD VAN ARKEL, WASHINGTON, D. C. AT- 
TORNEY 


The CuamrMan. Be seated and will each of you identify himself 
for the record by giving his name, place of residence and business or 
occupation. x du ; 

Mr. Scurver. My name is Sidney H. Scheuer, chairman of the na- 
tional committee, textile industry, New York City. 

The Cuarmman. You are chairman of the national committee—— 

Mr. Scuever. For an effective Congress, yes, sir. 

The Cuamrman. Allright. The next one. 

Mr. Van Arxet. My name is Gerhard Van Arkel, 1701 K Street, 
Washington, D.C. Iaman attorney. 

Mr. Acrer. George E. Agree, Tarrytown, New York, executive sec- 
retary of the National Committee for an Effective Congress. 

The Cuatrman. Do either of you have a prepared statement ? 

Mr. Scuever. We filed a prepared statement with the committee in 
accordance with its rules. I would prefer to forego reading it if it 
is agreeable to the committee and just refer to the concluding recom- 
mendations. 

The Cuamman. May the Chair inquire of the staff whether the 
statement was filed within the rules of the committee ? 

Mr. Fay. It was, Mr. Chairman. 

The Cuamman. Has it been examined for purposes of determining 
whether there are any improper matters in it or matters not responsive 
to the committee’s function ¢ 

Mr. Fay. It has, sir, and it appears to be consistent with what is 
required. 

The Cuarrman. The Chair had not had opportunity to read it. 
We have been exercising a little caution in these matters of state- 
ments and testimony so as not to clutter up the record with immaterial 
matters. The staff tells me that your statement contains no such 
material and, therefore, it may be printed in the record in full at this 
point and, Mr. Scheuer, you and the other gentlemen may highlight 
your statement in your own way and the committee will interrogate 
you. 

(The statement is as follows :) 


PREPARED STATEMENT OF Mr. SipNey H. ScHever, CHAIRMAN, 
NATIONAL COMMITTEE FOR AN EFFECTIVE CONGRESS 


I am grateful for the opportunity to appear before your committee to present 
my views on some of the matters within your jurisdiction. I am particularly 
grateful because I believe your committee, along with the Subcommittee on 
Privileges and Elections under Senator Hennings and now Senator Gore, has 
been performing a very valuable public service in shedding light on and seeking 
means to improve the regulations governing political activities and campaign 
contributions. 

Before discussing these matters, however, I should like to take advantage 
of your kindness in permitting me to make this prepared statement by outlining 
briefly the work of the National Committee for an Effective Congress, of which 
I am chairman. 
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The National Committee for an Effective Congress was organized as a politica) 
‘committee under the laws of the State of New York on September 23, 1948 
It is nonpartisan, and represents no special interest. It operates under the 
organization agreement and bylaws submitted herewith. 

The committee was active briefly in the 1948 campaign, in a special election 
campaign in 1949, and again in the 1950 campaign. We have maintained offices 
continuously since May 1952, and were active in the 1952, 1954, and 1956 
campaigns. Material relating to our general operations during this period is 
also submitted herewith. 

Of the purposes set forth in the organization agreement, the committee go 
far has confined itself to three areas in which we have performed essentially 
a service function. We have provided fund raising and occasional other sery- 
ices to candidates for the House and Senate. We provide research services 
to Members of Congress. And we provide information to our own supporters 
and to the public. 

Our campaign fund raising work wil probably be of most interest to your com- 
mittee. We raised and distributed $157,989.81 in 1956, of which about two-thirds 
went to the campaigns of Democratic candidates and one-third went to those 
of Republican candidates. Counting previous elections, there will be 17 Demo- 
crats and 8 Republicans in the next Congress for whom we raised money during 
their most recent campaigns. 

We have done this work because we believe that the election of a Member 
of Congress is a matter of national concern, and because we know that candi- 
dates often are obliged to seek financial support outside their own States or 
districts. This have been so especially in areas dominated by a single economic 
interest which has made it difficult for men of independence and broader vision 
to seek public office. Also, we are aware that many economic interests con- 
sistently provide campaign funds in large amounts to candidates in States other 
than those in which they are situated. 

It has been our purpose to provide some measure of general public support 
for candidates not endowed with such backing in order to help enable them 
to conduct a minimum campaign in which they could bring their records and 
platforms before the voters for decision. We have attempted to increase the 
number of small contributions to political campaigns, thus broadening and 
diversifying the sources of political funds, and consequently relieving candidates 
of the pressure to answer to specific interests. 

We feel we have made a good beginning toward the accomplishment of this 
purpose, as indicated in the following figures : 


National 1954 NCEC | 1956 NCEC 
Size of contribution percentage percentage percentage 
of total of total of total 


If the nature of our campaign fund raising is to be understood, it is important 
to realize that the National Committee for an Effective Congress is not an en- 
dowed fund. We do not have money at our disposal which it is our respon- 
sibility to distribute. There is no “pie” for us to cut. Rather, we are a group 
with some skill and growing experience in raising political money, which we 
place at the disposal of certain candidates. The amounts we are able to raise 
for their campaigns will vary greatly according to the appeal of the cat- 
didate, the extent of our effort on his behalf and our own persuasiveness. The 
contributions we receive are voluntary, they come from every State and ap 
parently from people of every economic status and occupation.. The vast 
majority of these people are unknown to the candidates on whose behalf they 
contribute or to the members and staff of the committee. They have in con- 
mon, as far as we know, only a public spirited interest in the candidates on 
whose behalf we have solicited. 

We believe our success to date has been based on the fact that the National 
Committee for an Effective Congress does not represent any section of the 
country, any interest or any special group; and that the criteria upon which we 
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determine which candidates to support are shared by the great majority of 
cans. 

—_ criteria cannot be encompassed with a simple formula. They will vary 
according to changing national and international circumstances, and according 
to the attitudes of our members from campaign to campaign. In general how- 
ever, I can say that we have been particularly concerned with foreign policy 
and with protection of our rights and freedoms at home. We have supported 
only candidates of whose agreement with the broad lines of American foreign 
policy since World War II we have felt assured, and whom we believed to be 
genuinely concerned to preserve and advance the liberties and rights of all 
Americans. If you examine a list of the candidates who have been supported 
by the National Committee for an Effective Congress, you will see that we have 
interpreted these criteria broadly. We do not feel expert enough or that it is 
our responsibility to make fine judgements between candidates who seem 
generally agreed in these matters. 

I should like to add in passing that we have rather deliberately eschewed in- 
terest in economic policies. Although we have no formal! position to this effect, 
our preference not to make choice between candidates on the basis of economic 
issues has been consistent. I believe it to be due to two attitudes shared by 
the members of our committee. The first is that we recognize that there are 
many legitimate differences on such matters as fiscal, agricultural, and labor 
policy between Americans who share a common attitude on our liberties and our 
security. The second is that we know that the various positions on economic 
issues are ably and energetically presented by interest groups, and we have felt 
that to concern ourselves with them would dilute our purpose and effectiveness. 

Our activity on behalf of individual candidates has in some instances been 
initiated by the candidates, and in some by our committee. ln either case, 
endorsement of the candidate is first considered by the executive board. This 
consideration is based upon examination of the candidate’s record, consultation 
with his colleagues and constituents, advices from members of the press, etc. 
On recommendation by the executive board, the endorsement is then submitted 
for approval to all members of the committee and of the advisory board, between 
whom no distinction is made for this purpose. I am happy to say that there 
has been very little dissent concerning any of our endorsements, and most of 
them have been unanimous. 

We have used various techniques in raising money for candidates, and are 
constantly seeking to discover or develop others. Members of the committee 
and its staff make personal solicitations to individuals considered to be 
potentially responsive. We conduct advertising campaigns. We engage in ex- 
tensive mailing; and so forth. These solicitations usually are conducted di- 
rectly in the name of the committee. Where it is thought the appeal would be 
more effective, ad hoe committee may be formed at our suggestion for the 
purpose of soliciting on behalf of particular candidates or sets of candidates, 
or of appealing to a particular group. 

But our help is not always exclusively in fund raising. In the recent cam- 
paign, for instance, the National Committee for an Effective Congress initiated 
the formation of a special committee for a Senate candidate, which committee 
not only raised funds on his behalf, but helped to provide personnel for his 
campaign, buy advertising and television time, etc., Also, it is apparent that, 
even in the absence of substantial financial assistance by us, publie endorse- 
ment by the National Committee for an Effective Congress may be of consider- 
xble help. Our endorsements are released to the press at an appropriate time 
in the course of the campaign, and are widely reported, usually getting sub- 
stantial space in the newspapers in the districts and States of the candidates 
mentioned. The endorsements are used by the candidates in various ways. 
Recently, for instance, a Republican candidate even used previous campaign 
funds to buy large advertisements in his local newspapers arnouncing and quot- 
ing from the statement of endorsement we had sent him. This, of course, was 
particularly gratifying to us. 

We feel that the NCEC is helping to create a growing reservoir of interest 
in the Congress and support for its Members on a nationwide basis which is 
a new and valuable part of American public life. While our contributors are 
not members, there has been a gratifying consistency with which individuals 
who have responded to one of our appeals continue to respond to others. 

To help maintain and increase this interest, we have conducted a program 
of public education to the extent that our resources have permitted over the 





1028 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


past 4 years. The principal feature of this program is our newsletter, Con. 
gressional Report, which is distributed to all contributors, and to many Members 
of the Congress and of the press. These reports contain news and analysis, 
and have been a very successful service. I am happy to state that more than 
half the issues of Congressional Report were given substantial national cover- 
age in the press, many of them having become the basis of comment by respected 
and widely read columnists. 

As an additional part of this educational program, the committee has from 
time to time distributed reprints of material from the Congressional Record 
and of articles of interest that have appeared in the press or in national mag- 
azines. Except in one instance, which I shall mention shortly, the committee 
has never attempted to stimulate public pressure on the Congress in connection 
with any of the matters covered in the material we have distributed. 

The final phase of our activity deserving of mention here is the work we do 
in connection with Congress itself. As might be inferred from what I said 
earlier, the committee has never discussed nor taken a position on an economic 
issue. Accordingly, we have not, as a committee, been interested in any of 
the deliberations in Congress regarding such issues. Within the two general 
areas that do interest us, we have endeavored to provide or secure the services 
of such research facilities as Members of Congress have from time to time 
indicated would be helpful. 

We do not consider ourselves a lobby. The only item of legislation before 
either House in connection with which we have ever been active, was the 
resolution of censure of Senator McCarthy. At that time we received numerous 
requests from Members of Congress and the press to provide such background 
and information as we might have. We were also asked to compile material 
and organize research data in such a way that it could be readily understood. 
To this end we retained both volunteer and paid counsel and provided such 
material as was requested. At that time we also indicated in one issue of our 
newsletter, Congressional Report, that mail to Members of the Senate might 
be desirable, and we provided facilities in connection with a telegram to the 
Members of the Senate by 23 prominent Americans. 

Thank you again for permitting me to discuss my own organization. Now, 
before concluding, I would like to make a few general remarks on the two sub- 
jects I have been given to understand you are particularly interested in. First 
let me say, however, that the National Committee for an Effective Congress 
has not officially considered the matters we are about to cover, and has no 
position on them. Therefore, what I am about to say should not be considered 
as representing more than my opinion. I feel, however, that this would coin- 
cide with the attitude of the other members of our committee. 

While I do not feel qualified to speak on the operation of the Federal Kegula- 
tion of Lobbying Act, I should say that I believe lobbying represents the 
exercise of the right of petition as guaranteed in our Constitution and that 
it is an integral and very valuable part of the fabric of our democratic system. 
Therefore, if regulation is necessary to prevent abuse, it should be the mini- 
mum possible regulation; and if we err at all it should be on the side of 
too little regulation. 

With respect to political activities and campaign financing, it is my firm 
belief that these, too, should be regulated as little as possible. If I were to 
apply any formula in this area it would be that our legislation should seek to 
achieve a minimum of inhibition of political activities while shedding a maxi- 
mum of light upon them. Whatever abuses there may be in present political 
practice, and I believe there are many, they will be much more quickly elimi- 
nated if we expose them to public view than if we impose complicated restric- 
tions of questionable constitutionality or at the risk of easy evasion. 

In this connection I should like to offer three general suggestions: 

1. We should require and enforce complete and rapid disclosure of all cam- 
paign contributions, direct and indirect, to all candidates for national office and 
to all committees supporting such candidates, including committees active in 
primaries and committees confining their activities to 1 State or to 1 candidate. 
This information should be made available periodically according to some sched- 
ule such as that now followed in reports to the Clerk of the House of 
Representatives. 

2. I do not feel that the spirit of regulations requiring such reports can be 
satisfied if the information is hidden in an obscure file to which the public 
has only limited access. I would recommend that a small special agency of 
Congress be established with the proper staff and funds to handle these 
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reports and to assure maximum availability of them as quickly as possible 
during an election. It would be in order for such an agency to be given the 
responsibility of seeing to it that the people in the States and districts con- 
cerned were advised through established media of record, such as paid public 
notices in the newspapers, of the precise financial data concerning all candi- 
dates and committees for which it has records. I would further advocate that 
this agency provide standard forms for the filing of reports to deter evasion 
or omission and to make easier reading and comparison of the reports. Finally, 
no committee should be permitted to undertake activity that would be reportable 
under the law without first filing official notice of intention to do so with 
the agency so that the agency might instruct it in the reporting requirements 
and hold it to those requirements. 

3. I strongly believe that most of the abuses in financing political campaigns 
are directly related to the fact that there are so few sources of political money. 
Every encouragement in law and practice should be given to broadening the 
base of political financing and encouraging contributions from as many people 
as possible and in smail amounts. If this is done no candidate will be under 
pressure to seek support from special groups or interests which would involve 
him in open or implied commitments. In order to encourage contributions 
from many more individual citizens, I favor a tax credit such as proposed 
in the Neuberger amendment to the Johnson-Knowland bill. I also favor and 
believe the National Committee for an Effective Congress would be willing to 
support a proposal like that of Mr. Philip Graham of the Washington Post 
for a national nonpartisan fund raising effort under the auspices of an organiza- 
tion like the Advertising Council. I believe measures such as these would 
do far more to eliminate abuses than elaborate regulations which invite evasion 
and therefore create new areas of public immorality. 

Thank you very much. 


Mr. Scuevrr. There are three brief recommendations 

The Coamman. Will you give a little background of your organiza- 
tion? Ihave not had the opportunity, and perhaps the other members 
of the committee have not had an opportuinty, to read the statement. 
Will you just outline briefly your organization, what its purposes 
are and its function and how it operates? Then we will be glad to 
have your recommendations. 

Mr. Scuever. The committee was organized in September of 1948. 
It went through various changes and established an advisory board in 
October of 1948. I became a member of its executive board in January 
of 1954. I became its acting chairman in January of 1954 and chair- 
man on May 1, 1956. 

The Cuarrman. What is the composition of the committee or the 
organization ? 

Mr. Scnever. The composition of the committee is a chairman, a 
vice chairman, a secretary-treasurer, and members of an executive 
board. The national committee itself, in addition to an executive 
board, has some 15, I should say, members and a list of them will be 
given in the testimony. 

The Cuatrman. It isa very small committee. 

Mr. Scuever. Relatively so, yes. 

The CHarrmMan. Its membership is small. 

Mr. Scurvrr. Its membership is small and it is an operating mem- 
bership of this body which is a body that creates itself and invites 
additions or substractions as circumstances develop. 

The CHarrman. There are dues? 

Mr. Scueurr. No, there are none. 

The Cuatrrman. It depends on voluntary contributions? 

Mr. Scuever. It depends on them completely and it always has. 

The Cuatrman. What is its aeetiaad function and what is its 
objective? 
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Mr. Scuever. Its objectives and aims have been to decide upon 
individuals whom it favored as being of outstanding ability or pre- 
ferred for the Senate or the Congress of the United States, based on 
character, stature and ability. 

Senator Tuy. At that point, I would like to make one inquiry. 
How would you proceed to make the appraisal of the individual to 
determine whether he met the standards that you and your organiza. 
tion had laid down for a qualified Member serving Congress? How 
did you proceed to do that ? 

Mr. Scuever. That is included in the statement, sir. 

Senator Ture. I have read your statement but you did not make 
it clear enough so that I understood the basis of how you went out and 
appraised a man’s record in that respective area of the United States. 
Now, you may have a philosophy that pertains to a seaboard area that 
might be absolutely detrimental to the central part of the United 
States. I just wondered, how did you appraise the man’s services to 
determine whether he was qualified and whether his conduct had been 
such that he served well the area that he would represent. 

Mr. Screver. If he was an incumbent you mean and not a new 
candidate ? 

Senator Tuyr. Either an incumbent or one who had filed for the 
office and you were concerning yourself with it. I read your brief here 
and you state that you contributed to some 17 Democrats arid 8 Repub- 
licans in the next Congress for whom you raised money during the 
most recent campaigns. 

I just wondered how you appraised their public services or their 
ability to serve the public. 

Mr. Scuever. The executive board makes the decision in that re- 
gard. We include in our evaluation a meeting with the individual or 
with some of the members of his official family if a personal meeting is 
not possible. 

We look to his contribution in the Congress, if he had been in the 
Congress, and if not we look to his record at the bar or in industry or 
whatever it may be. We think in terms of it. We regard a Senator 
of the United States as being one of the most important and influential 
human beings, not only in this country but in the world. 

We, therefore, think that we have an interest as citizens. 

Senator Tuyr. Then may I ask further, did you go through that 
State and become acquainted with the man’s record in either the field 
of public service or in the field of industry or the profession he was in, 
to thereby acquaint yourself and then determine whether he would 
be qualified to render that area of the Nation service in the United 
States Congress? 

Mr. Scurever. We would not limit it to that area. We would cer- 
tainly include an important ingredient in that area but we would evalu- 
ate him in our view from the inclusive responsibilities of a Senator. 

Senator Try. If I may say further, would it be conceivable that 
your views, geographically, might not be as beneficial to the area of 
the Midwest as it would be to the area of the Atlantic seaboard? 

Mr. Scnever. I would hope not. 

Senator Tuye. It would be conceivable? 

Mr. Scuever. It would be conceivable and it might be prejudiced 
some other way. 
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Senator Ture. That is the question I was trying to ask. 

Mr. Senever. We try not to. 

Senator Ture. I was wondering whether you might, in some con- 
ceivable manner, be influenced by your own interest and thinking from 
one geographical area of the United States. 

Mr. Scuever. I would say it might be, but I would like to believe 
it was not. 

Mr. Acrer. I would like to say on that point that our criteria that 
influence us in consideration of candidates, are criteria which we be- 
lieve to be national in scope and, as they are stated in Mr. Scheuer’s 
statement, I believe they are national in scope. 

Now, obviously, these may not be criteria which are shared by all 
Americans and the degree to which Americans share them in various 
parts of the country may vary. These are the criteria on the basis 
of which we approach individual Americans all over the country who 
share them and seek their support for individual candidates. 

However, neither they nor we nor the candidates, I am sure, be- 
lieve that these are the criteria that are necessarily determining in 
their election. All we do is provide the candidate with the means for 
reaching his own people in his own constituency. On the basis of 
that, the people in his State will determine whether he suits their 
criteria or not. 

Senator GotpwatTerR. Since your conception back in 1948, have you 
ever endorsed a conservative candidate? 

Mr. Scueuer. I would not know what you would mean by a “con- 
servative” candidate. 

Senator GotpwaTer. A man who had conservative views as opposed 
to liberal views. 

Mr. Scuever. I am sure that we have. 

Senator GotpwatTer. Do you recall one? 

Mr. Acrre. I would say from an economic point of view, that prob- 
ably Senator Payne, Senator Flanders 

Senator GorpwaTerR. You say in here that you do not concern your- 
selves with economic problems. 

Mr. Acrep. If you mean by “conservative” to apply to economic 
criteria, then we do not concern ourselves with that. If you mean 
something else by “conservative” 

Senator Gotpwarter. Well, social criteria, the foreign policy 
criteria. 

Mr. Acreg. I don’t know, sir, whether you can distinguish between 
foreign policy views on the basis of conservative and liberal. If you 
make such a distinction, we can try to answer it. 

Senator Gotpwater. I merely asked the question because I cannot 
recall your organization having backed a conservative candidate in 
either party, at least in the last several years. 

Mr. Scurver. What we might call conservative, you might not call 
conservative, sir. 

Senator Gotpwarer. I think the distinction between conservative 
and liberal is certainly well drawn. I do not think that there can 
be any question in anybody’s mind, who concerns himself as deenly as 
you have with polities, as to what a conservative is and what a liberal 


1S. 


I am interested to find out a little more the basis of your thinking 
as you go through the operations of endorsing a candidate. 





1032 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


Mr. Scuever. Well, I would me that, perhaps in the current evalu. 
ation, we would be weighted on the liberal side, but what is a libera] 
today might have been something else 5 years ago or might be some- 
thing else 5 years from now. 

However, I think it is fairly well set forth on page 4 where we out- 
line our criteria. We presented this as information and background, 
not particularly because it was included in the questionnaire which 
counsel presented. It was rather informative for the committee. 

Senator GotpwaTer. That question was prompted in part by a state. 
ment in the Congressional Quarterly, volume II, No. 9, on March 6 
1953, where it says: 

Conditions for support: In all elections, the committee made its support con- 
tingent on the candidates’ promise to help develop a “creative” American foreign 
policy ; work with other congressional liberals “as an affirmative team” ; and call 
on the committee whenever he needed it, after being elected. 

I am trying to find out if you are a group of people who are con- 
cerned only with the liberal point or only with the conservative point. 
If you are, that has a distinct bearing, I think, on who you back and 
who you do not back. 

Mr. Scuever. I would say that we are neither absolutely on either 
side. There might bea very conservative man whom we would have a 
great deal more confidence in than an unworthy liberal man and we 
would be strongly for that conservative man. 

Senator Gotpwarter. That is all. 

Mr. Fay. Mr. Scheuer, you were going to go on with your state- 
ment. 

The Cuarrman. Let the Chair inquire. 

You have submitted to the committee—I do not believe it is in your 
statement—but you have submitted to the committee the names of the 
candidates and the amounts of contributions in 1948. 

Mr. Scuever. We have not. 

Mr. Fay. You have given us a statement with respect to the candi- 
dates for the Senate that you backed in the 1956 campaign and the 
amount of contributions. 

_— Scuever. I didn’t know that we had. We are perfectly willing 
to do it. 

The Cuarrman. The staff has just shown me such a statement. 

Mr. Scuever. Then it is in the record. We would be glad to give 
it if it was not in the record. 

The Cuarrman. I am not going to place it in the record at this time. 
It isa matter which the committee will determine later. 

But the information that Senator Goldwater was seeking, and 
Senator Thye, is pretty much available to us where each one can 
determine generally the type of people that you support and to whom 
you contribute. 

It is hard to say sometimes what is conservative and what is liberal 
because we have different points of view on that. 

I think, while this is not yet in the permanent record, it is on file 
for reference with the committee. 

If you will identify this I will make it an exhibit for reference, and 
then it will be official. I would like to present it and have it so 
identified. 

Mr. Scuever. This is 1956 we are talking about, sir? 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1033 


Mr. Fay. These are earlier ones. Do you have an independent docu- 
ment of your own that shows the 1956—I believe Mr. Van Arkle 
showed it to me last week when we were talking about it. 

If we could have that it would be helpfuf to the committee, and 
that could be used as an identified document at this time. 

Mr. Acree. We have our filings with the Clerk of the House of 
Representatives for 1956. 

Mr. Fay. Could we have a copy of that? 

Mr. Acreg. Yes. 

Mr. Fay. I think the committee would want it at this time. 

Mr. Van ArkxiE. Do you want to put it in the record now, sir? 

Mr. Fay. No; the committee wants to use it for its own information. 

Mr. Acrer. These are filings for the National Committee for an 
Effective Congress and for the Clean Politics Appeal, which was a 
special act and which was filed separately. These are filings for both. 

The Cuarrman. They may be filed and made exhibits 3 and 4, 
respectively. They will be filed as exhibits for reference only at this 
time. 

(The information is in committee files.) _ 

Mr. Fay. Does this contain the contributions as well as the receipts 
of the committee ? 

Mr. Acrer. Yes. 

Mr. Fay. And expenditures ? 

Mr. Acree. Yes. 

Mr. Fay. But it is not compiled to show the total ? 

Mr. Acree. No; there in listening to Mr. Alexander’s testimony, I 
made a rough computation of those totals and I can give them, if you 
like. 

Mr. Fay. May I see that exhibit there ? 

The Cuarrman. Let me ask you: What is the difference between the 
Committee for an effective Caceiiies and what you call the Clean 
Politics Committee ? 

Mr. Acree. The Clean Politics Appeal was.a special fund estab- 
lished: in connection with an advertisement that was run in various 
national magazines and with certain mailings associated with that ad- 
vertisement. It was on behalf of only three candidates. It was 
established as a separate bank account because it was felt that that 
assurance would elicit more contributions. 

Mr. Scurvurer. The money was earmarked for those candidates. 

The CHatrman. What do you call it, Clean Politics, what? 

Mr. Scuever. Appeal. 

The CHarrMan. Clean Politics Appeal? 

Mr. Scnrevrr. Yes, sir. 

The Cuarrman. Was there something about those particular candi- 
dates that you felt was more attractive from the standpoint of the word 
“clean” as contrasted to other candidates you were supporting ? 

Mr. Acrer. Sir, I don’t think that was intended to reflect upon those 
candidates or their opponents. It was intended to be descriptive of 
the method of soliciting funds, and was written shortly after the 
events which led to the formation of the Clean Politics Appeal, and 
the text referred to stories that had been before the public and rumors 
that had been before the public concerning the methods of campaign 
fund raising, and this was designed to be open fund raising and to 
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appeal to people who were disturbed by what they had heard about 
other types of fund raising. 

That is the source of the title. 

The Cuamman. The implication was in the appeal that these par- 
ticular three candidates were running a clean campaign. 

Mr. Acree. This appeal was a clean appeal. 

The Cuarrman. Not the candidates running a clean campaign, but 
your appeal was clean ? 

Mr. Acrer. That is right. I believe they ran clean campaigns as 
well. 

The Cuarrman. Was there some line of demarcation in this appeal 
for funds and your other appeal for funds for an effective Congress! 

Mr. Acree. No, sir; this was an attempt to reach people whom we 
did not know and to whom we had no other access, and to reach them 
on the basis of a description and attitude which we felt represented us 
well and which we wanted to call to their attention. 

The Cuarrman. You have handed the Chair a memorandum of 
figures that shows—I believe this is correct—total receipts for the 
committee for an effective Congress, $68,143.44; is that correct? 

Mr. Acrer. I believe so, sir. 

As I said, I ran up those totals just sitting back here. If that 
accurately reflects the figures in the reports to the Clerk of the House 
which you have, then it is correct. My addition may have been wrong. 

Mr. Scuever. It would bea slight error, if any. 

It is approximately correct. 

The CHarrMan. it your expenditures for contributions—that is 


what it actually is—expenditures for contributions: to differentrcandi- 


dates; is that correct ? 

Mr. Acree. Not entirely. There are operating expenditures rep- 
resented in there also. 

The CHarrman. You show total expenditures of this fund, $57, 
672.28, approximately. 

Mr. Acrer. Yes, sir. 

The Cuarrman. What percentage of that would go for operating 
funds, and what percentage went as contributions to candidates? 

Mr. Acree. I have an indication of our operating funds. 

The Cuarrman. Well, approximately ? 

Mr. Acree. I would say approximately $41,000 of that. was oper- 
ating fund. 

The Cuamman. How much? 

Mr. Acree. $41,000. 

The Cuarrman. Off the $57,000? 

Mr. Acree. Yes, sir. 

The Cuarrman. Then you made only about $16,000 in contributions 
to candidates; is that correct ? 

Mr. Acreg. Directly, sir. 
_ The Cuarman. Directly? Well, what is involved in your operat- 
ing funds if that went to the benefit of candidates? 

Mr. Acrer. You see, sir, we raised other moneys on behalf of 
poneenate which did not come to us and did not go through our 

s. 

Also, we performed administrative services for two other commit- 

tees, one of them being this Clean Politics Appeal and a committee 
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that we had, or that was formed on behalf of a particular candidate 
and toward which we contributed services. 

The CuHarrMan. Let me go to the next one a minute. This thing is 
getting more confused. I want to see if I can get an entry here to 
something that I can clear up. 

This CPA, clean politics appeal program, you show here roughly 
that you collected $71,281.18 and that you expended out of that 
$68,095.91. 

Now that, as I understand, was for the benefit of three candidates. 

Mr. Acree. Yes, sir; except for the fact that midway in the course 
of these advertisements there was a change of candidate. There were 
three in the advertisement. 

The Cuarrman. Three what? 

Mr. Acree. Three candidates in the advertisement initially. 

During the course of the campaign one candidate was forced to 
retire because of ill health. Another candidate was put into the 
advertisement to substitute for him. So that you have those four. 

The CHarrman. Well, for all practical effects, it was three 
candidates? 

Mr. Acree. That is right. 

Mr. Scuevuer. Senator, I might be helpful. These so-called clean 
political appeals were paid for by the National Committee for an 
Effective Tasamtie It was stated in the advertisement that they 
were paid for and put in accordingly. 

So that in effect is was a division of the activities of the national 
committee and there was no failure to disclose it in the original ads. 

The Cuamman. I understand now. I think we can sum this thing 
up by just getting the total amount of money you raised this last 
year, 

Mr. Scuever. I think so. 

Mr. Acree. Senator, in order to give the committee the clearest 
possible picture, we, as indicuted in Mr. Scheuer’s statement and 
something you said a minute ago, operated through the account of 
the National Committee for an Effective Congress, through the ac- 
count of the clean pelities appeal, and through or in connection with 
the account of a separate committee that was established on behalf of 
one candidate. 

All three of these committees have filed reports. The third has a 
report on file with your committee. 

In addition to the moneys reported by those three committees, 
we were instrumental in eliciting on behalf of various of these same 
candidates contributions which went directly to them. 

The Cuarrman. All right. 

Now, let us see if I can get it straight. The National Committee 
for an Effective Congress had two subcommittees in effect, one the 
Clean Politics Appeal, and another for an individual candidate; is 
that correct ? 

Mr. Scuever. That is right. 
_ The Caarrman. Now, you raised funds. Some of the funds went 
into the Clean Politics Appeal; some went into the independent ac- 
count of the same candidate. Other funds went into the overall 
‘ational committee aecount. 

Mr. Scuever. That is correct. 
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The CuHamman. All right. 

Add the three and tell me how much money you collected. 

Mr. Acree. Roughly, sir, it is $50,000 more than the total of the 
2 that you have there. 

Mr. Scuever. What is the total? Is it $220,000? 

Mr. Acreet. Not as the Senatur phrased the question, sir. 

Mr. Scuever. I think I might helf if I indicated it to you. 

The Cuarrman. I would like to have some help. 

Mr. Scuever. I indicated to you the apernting budget figures. 
Everything but the budget operating figures was distributed to the 
candidates. 

Where it was earmarked for candidates, it was distributed to those 
for whom the contribution was made and where it was not it was 
pooled and allocated according to need. 

The Cuarmman. All right. If I can get the overall, then we can 
have the breakdown. 

What is the total amount collected ? 

Mr. Acree. $212,000, roughly. 

Mr. Scuever. And I should like to put in the record the operating 
budget figures and that will give you the difference. 

The Cuarman. All right. 

Out of that $212,000, how much of that was operating ? 

Mr. Scuever. $54,000. 

The Cuarrman. In that $54,000 operating expense, how much of 
that was contributions to candidates? 

Mr. Scuever. None. 

The CHarrmMan. How much of that went for services to the candi- 
dates you supported ? 

Mr. Scuever. Indirectly all of it, but to answer that accurately I 
would have to break it down. 

The Cuarrman. All right. 

On the face of it it occurs to me that a collection of $212,000, and 
it took $54,000 to administer or expend, was a pretty high operating 
expense. 

Mr. Scueuer. Sir, it would be if it was merely limited to the 
terminology operating, as if it was office expense, telephones and 
that sort of thing. 

The Cuarrman. Tell me what makes it so high, then, exclusive of 
the ordinary administrative and operating expense. 

Mr. Scuever. In many instances our aan went out in the field, 
helped with the organization of the campaign. We made some sur- 
veys for them which were costly ; things of that kind. 

The Cuarrman. That was services to the candidate? 

Mr. Scuever. It was, but we did not charge that. We included 
it in the budget. 

i The Cuairman. You did not charge it against the particular candi- 
ate ¢ 

Mr. Scuever. That is right. 

The Cuaimrman. In other words, that was lumped into the operat- 
ing expense / . 

Mr. Scuever. That is right. The difference is the money that we 
actually contributed to the candidate as money. 

The Cuarman. All right, we subtract the $54,000 from the $212,- 
000 and that gives us $158,000, if I am correct. 
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Mr. Scuever. That is right. 

The CHarrman. That was direct contribution to the candidates 
you supported ¢ ; 

* Mr. Scoever. And we stated that on page 2 of our statement, sir. 

The Cuarrman. Including the one that you supported, raised money 
for individually and the three that you a money for as clean 
polities appeal, and the others that you raised money for and sup- 
ported out of the general account; is that correct ¢ 

Mr. Scuever. Thank you for your help. 

The Cuarrman. Maybe if I had read your statement I could have 
made an easier approach, It would have made it easier for you to 
explain it. 

Now, out of this $158,000 direct contributions to candidates, how 
many candidates did it go to? 

Mr. Acree. I will have to check that, Senator. 

The Cuairman. This is for the last campaign we are talking about ? 

Mr. Acree. Yes, sir. Eleven Senate candidates, including two who 
ran for the same oflice, where one had to retire in the course of the 
campaign. 

The CHatmrmMan. So that would be 10 actually. 

Mr. Acrer, Ten actually. And five candidates for the House of 
Representatives. 

The Cuatrman. Ten for the Senate, and five for the House. 

Now, I am not asking you to state names, that is a matter of informa- 
tion here to the committee, you have filed that, but for the public 
record here to give me the maximum contribution to any one oui 

Mr. AGREE. Fifty thousand dollars, roughly. 


(Additional statement by George E. Agree.) 


DECEMBER 27, 1956. 

I wish to correct the possibly misleading impression created by my first answer 
on page 2350 of the stenographic transcript of hearings before the Special 
Committee to Investigate Political Activities, Lobbying, and Campaign Con- 
tributions. This answer follows the chairman’s question beginning at the bottom 
of page 2349 and ending at the top of page 2350. 

The $50,000 to which I referred was not a contribution by the National Com- 
mittee for an Effective Congress. In fact, it was uot a contribution at all. It 
represents roughly the amount of money raised by an independent committee 
organized on behalf of a single candidate, te which the National Committee for 
an Effective Congress contributed services. 


GrorceE E. AGREE. 
Subscribed and sworn to before me this 27th day of December 1956. 
[SEAL] THOMAS DICKSON, 
Notary Public, State of New York. 

Commission Expires March 30, 1958. 

The Cuarrman. You gave $50,000 to 1 candidate? I assume he 
was a candidate for the Senate ? 

Mr. Acree. Yes, sir. 

The Cuarrman. I do not ask whether he is a Republican or Demo- 
crat. I do not think it makes much difference to you. It is the indi- 
vidual, as I understand your operation. 

All right, $50,000 to 1 candidate. What was the minimum con- 
tribution you made? 

Mr. Acree. Five hundred dollars. This was to a Senate candidate. 

The Cuarrman. What was the amount, the maximum amount you 
contributed to a House candidate ? 

841315728 
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Mr. Acree. Five hundred dollars. 

The Cuarrman. What was the minimum ¢ 

Mr. Acree. Three hundred dollars. 

The Cxuatmrman. Now, what is the maximum contribution you re- 
ceived from any one individual ? 

Mr. Acrer. I think it was $4,000, sir. 

The Cuatrrman. What was the minimum contribution ? 

Mr. Acree. Twenty-five cents, probably. 

Mr. Scuever. We have a breakdown of the percentage on page 3 
of our brief. 

The Cuarman. Allright. I am trying to get information in here. 

Mr. Scuever. Fifty-six percent of our contributions were less than 
$100. 

Eighteen percent were $100 to $500. 

Twenty-six percent was $500 or more. 

I think that answers your question. 

The Cuarrman. Yes. That is very good. 

(At this point Senator Thye retired from the hearing room.) 

The Cuatrman. Now in addition to the figures you have given, as 
I understood your testimony, you also were instrumental, if not di- 
rectly responsible, for some of these candidates receiving direct con- 
tributions for which you have not accounted. 

Mr. Scuever. That is correct. 

The CHarrman. Can you give us some itemization or idea as to the 
amount of those conlertbations that you secured for candidates that 
was given to them or their committees directly and did not pass 
through your hands? 

Mr. Acree. Sir, that amount is between thirty-five and forty 
thousand dollars and it is included in this $158,000 figure which 
we gave you. 

e CuarrMaNn. It is included in that? 

Mr. Acree. Yes, sir. 

The CuarrmAn. I think I have a fairly good understanding of that 
part which we have covered now. 

Now tell me your method of raising this money ¢ 

Mr. Scheurer. Well, we have described some of the methods. We 
issue a periodical, a bulletin which we call Congressional Report. It 
will interest you to know as reflective of the spirit of Americans, that 
in the last Congressional Report during the election we made no ap- 
peal and the voluntary response that came in was of a very encourag- 
ing character. 

Could you tell us what that was? 

Mr. Acree. I could not name a figure, but there were a lot of un- 
solicited contributions that came in as a result of that newsletter. 

Senator Gotpwater. When was that last newsletter? 

Mr. Acree. Probably October or early September. 

Senator GotpwaTer. October 11? 

Mr. Acree. Yes. 

We raised money by mail solicitations, ads, and so forth. 

The CHarrMAn. I would like to inquire whether the contributor 
knows in advance to what candidate or candidates they are contribut- 
ing to? Are they supplied with the information that “we are sup- 
porting this nat or “we are supporting that candidate”? 

Mr. Scuevrer. They are. 
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The Cuarrman. And they make a contribution knowing the candi- 
dates that may participate? 

Mr. Scuevrer. That is right. 

Mr. Acres. They know the candidates on whose behalf we are so- 
liciting them and they often specify which of those, if it is a group, 
in that solicitation, shall get their contributions and in what 
proportion. ; 

The CuarrmMan. What I wanted to determine here is whether they 
made the contribution and then later left it to your discretion as to 
what candidates you would support? 

Mr. Scuevrer, There is a high percentage of that that is not 
earmarked. 

The Cuarrman. There is a little difference if I can make the 
distinction. 

At the time they made the contribution they did know that it was 
going to one or more of certain candidates? 

Mr. Scueurer. And they knew the ones we’endorsed. 

The Cuarrman. They knew the ones you had already endorsed 
and they knew their money was either going to 1 of those candidates 
whom they specified, or to 1 of the others, or more of the otliers, that 
you chose to give it to? 

Mr. Scuever. Exactly so. 

The Cuamman. Now they did not make a contribution blindly and 
then leave it to your discretion later to make a choice of candidates? 

Mr. Scuever. Not at all. 

The Cxatrman. So they did know that it would go to one or the 
other of those candidates ? 

Mr. Acrer. Sir, we wouldn’t get their contributions if they didn’t. 

The CxHatrman. I think we have some testimony here that some 
contributions are made that way. I wanted to determine whether 
your organization was able to secure contributions that way. 

Mr. Acree. We secured contributions in letters that indicate that 
we want the money for the operation of the committee, but then that 
money does not go to candidates. 

The Carman. I understand. 

While on this point, in your contribution were there contributors 
as groups, or other committees, or were they all individual contribu- 
tions 

‘Mr. Scuever. All individual. 

The Carman. No other organization or group, as such? 

Mr. Scuever. No unions, no corporations, or anything else. 

The Carman. All right, I believe that is what I had in mind. 

Senator Gorpwater. I want to clear up one point here. On page 
3 of your testimony you gave a table. these percentage 
indieate a percentage of the total amount, or a percentage of the 
otal earmarked ? 

Mr. Acres. Of the total moneys, not of the total number of con- 
tributors. 

If it were of the total number of our approximately 12,000 con- 
tributors, the parece for the under 100 figure would be way over 
90 percent. is is of the total amount of money that came in con- 
tributions of these sizes. 

Senator Gorpwater. In each of those columns that represents the 
total amount of money? 
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Mr. Acree. That is right, sir. 

The Cuarmrman. I believe I may state here for the record the 
exhibits that have been filed and made exhibits for reference do reflect 
the candidates and the.amounts contributed. Is that correct? 

Mr. Scuever. That is correct. 

Senator Go.pwaTeR. Before I get too far away from my original 
point, when I asked if you Sachial o certain candidate I did it for a 

urpose because I think your organization is more concerned with a 
jiberal Congress than any other kind of Congress, which is perfectly 
all right; it is your right to want that. 

I read out of the Congressional Record of August 11, 1954, by 
Senator Flanders, that: 

The National Committee for an Effective Congress has as its purpose a 
channel through which public-spirited citizens can give direct, practical support 
to responsible candidates for both parties in a manner that frees the candidate 
from the necessity of making unwarranted commitments or otherwise en- 
tangling their independence. 

Now, let us assume that the Senator or candidate that you con- 
tributed $50,000 to did not vote the way you thought he would vote in 
the next 6 years. Would you continue to cling to him in the next 
election ? 

Mr. Scuever. Well, this particular Senator we had in previous 
instances endorsed, we certainly did not agree with all of his votes, 
but we did not change our views as to his qualities. 

Senator GotpwaTer. Would it be possible, then, for him to vote 
in a way that you would not give him endorsement and give him 
~—— the next time? 

ir. ScHever. It would be possible, but we do not go into the voting 
record the way you see published in your liberal magazines... Per- 
sonally, I don’t credit that kind of thing. I think it is a very unfor- 
tunate and unfair evaluation, sir. 

Senator Gotpwater. How do.you determine a man’s stand on issues 
that you are concerned with, if you do not check his voting record? 

Mr. Scuever. I mean without going deeper than a statistical record 
it is a very unfair evaluation of it, sir. 

Senator GotpwaTer. To pursue that a little further, is Mr. Maurice 
Rosenblatt connected with your organization ¢ 

Mr. Scuever. He is on our board; yes, sir. 

Senator Gorpwarter. Let us read what Mr. Rosenblatt said. On 
September 5, 1954, in the Sunday. Star, he says: 

The real problem is not Joe McCarthy, the real problem is lack of a hard- 
hitting, well-organized coherent liberal :group in Congress, Such a group capable 
of dealing with the psychological political warfare of our day has not emerged. 

Mr. Scnever. This is the quote of Mr. Rosenblatt as an individual, 
or speaking for the committee? 

Senator GotpwaTeEr. It appeared in a column by Jack Jonas, “What 
Is This Committee for an Effective Congress,” September 5, 1954. 

How do you determine whether a man is liberal to the extent that 
you will back him? 

Mr. Scuever. Well, we are opposed to radicals of any kind.» We 
make a distinction between liberals and conservatives, but any rad- 
ical, left or right, I would say, speaking broadly, would not have 
appeal for our group. 
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The Cuarrman. The Chair will interrupt a moment, off the record. 

(Discussion off the record.) 

Senator GoLpwaTer. Now we were trying to determine how you get 
at these candidates. 

In other words, you say you are opposed to radicals. How do you 
determine a radical? 

Mr. Scuever. In all frankness, in going through the survey of the 
questions and the interest of this committee, I did not understand 
that the questioning would take this line, or that it was of interest 
to this committee. Nonetheless, I will do the best I can to answer. 

(At this point Senator McClellan (the chairman) retired from 
the hearing room.) 

Senator GotpwarTer. I am not surprised it is not in the questions 
of the committee because possibly the investigators did not determine 
it of interest. 

But I will be perfectly frank with you. I see in your organization, 
and other similar organizations, whether they are directed at the 
help of conservatives or the help of liberals, groups who are actually 
getting into State prerogatives, groups who operate completely out- 
side of States, a thing you have abhorred, a thing which you do not 
like. 

Yet we find $50,000 being given to a candidate, possibly some of 
it from his own State, for the purpose of furthering your groups’ 
interest which, in this case, I am convinced, is the establishment of 
a more liberal Congress. 

Now, again, I do not criticize a group of citizens for wanting liberals 
or conservatives, but there is a great question in my mind of the pro- 
priety of groups operating outside of States for the election of people 
that they have no concern in other than as you express in your pub- 
lications, election of a liberal group. 

For instance, in one of your letters of October 15, you list Republi- 
can Senators from Indiana, Lllinois, lowa, and Idaho as being an im- 
portant third of the hard-core group that fought the McCarthy 
censure. 

I take it from that that every Senator who voted against the censure 
of Joe McCarthy will receive the blessing of your bullets, come election 
time. 

They evidently, in your opinion, are radical right-wingers. I want 
to know how you establish a radical right-winger. 

Mr. Scuever. I think the question you raise is a valid question, if 
I may say so, and a troublesome one. 

Nevertheless, it seems to us that to a degree the scope and spread of 
senatorial interest in the small world that we live in is of a much 
noe order and greater importance than it was in less troublesome 
imes, 

Senator Gotpwarer. Then you cannot criticize, can you, an indi- 
vidual living in Indiana who wants to give money to a candidate in 
California ? Yi / 

Mr. Scuever. Certainly not. 

Senator Gotpwarer. I gathered that you were against that. 

Mr. Scuevrr. No, certainly not. 

_ Senator Gotpwarer. So actually what your orgnaization is formed 
for is to create an effective Congress, that is a Congress effective in 
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your opinion. You disregard completely the opinions of people, say, 
who live in the congressional district, who are voting for a man or men 
they know; you disregard the desires of a State relative to a candi- 
date they have selected in their party primaries for the Senate? 

Mr. Scuever. Not at all, sir. The candidates are selected by the 
machinery of the State obviously. They are voted for by the citizens 
of the State. } 

Senator Gotpwater. Let me put a hypothetical question to you. In 
the State of Idaho, let us say that Glen Taylor had been the nominee 
instead of Welker. Would you have backed Glen Taylor? 

Mr. Scuever. Certainly not. We opposed Glen Taylor in the 
primaries. 

Senator GotpwaTer. You would not have opposed Welker had Tay- 
lor been his opponent? 

Mr. Scuever. I am inclined to think we would not have partici- 
pated, or in all frankness, we would not have made an endorsement in 
that case. 

(At this point Senator McClellan (the chairman) returned to the 
hearing room.) 

Senator Purrett. You mentioned something that interested me, 
Mr. Scheuer. You said that you opposed him in the primaries. You 
opposed Taylor in the primaries; is that right? 

Do you get into primary elections also? 

Mr. Scuever. I don’t know whether it was a primary. He solicited 
eur support. Put it that way. 

Senator Purreti. Do you get into primaries? 

Mr. Scuevuer. No, only primaries in one-party States where the 
nomination is tantamount to election. 

Senator Purrety. And at which point you do get into primaries? 

Mr. Scueuer. Yes, sir. 

The Cuarrman. That would apply to my State. 

Mr. Scuever. I would suspect so. 

: The Cuarrman. Have you ever contributed to a candidate in my 
tate? 

Mr. Scuever. I think not. 

The Cuarrman. Thank you. 

Mr. Scuever. Mr. Chairman, if I may, I started by saying I would 
like to read those three paragraphs if it is time to do that. 

Senator Gotpwarter. The reason I introduced this is because it is 
at quite some variance with the information I get out of your testi- 
mony as to how you select candidates. To be honest and perfectly 
fair about it—I am not critical of you for it—what your group is 
organized for is to provide a liberal-minded Congress, and conserva- 
tives in your book are radicals, as I have not seen one here in this last 
election of the conservative wing of either party that you backed. 

Yet the only thing I question about this is the properness, under the 
concept of our Constitution of outside organizations getting into the 
selection of Members of the House of Representatives and to a similar 
extent, although the intent of the Constitution relative to the Senate 
can be broadly interpreted, the Senate itself. 

Mr. Suever. You will agree that the Senate governs everybody. 

Senator Gotpwarer. As I say, the Senate, we might draw a point 
on. Although the Constitution 1s rather inexplicit in what the Senator 
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is selected to do and what they are expected to do, the House of Rep- 
resentatives is very clear cut. 

I think there can be a big ar t about outside organizations, 
I do not care who they are, the NAM, the UAW, your organization, 
the American Medical Association, anybody getting in a congressional 
district fight. 

Mr. Scuever. Would the Senate committee, or the congressional 
committee which gathers funds all over the United States for sena- 
torial and congressional candidates fall within that criticism, sir! 

Senator Gotpwater. No, under our political system they are 
charged with that. And those monies are dispensed to the candidates 
under a formula that is presented to this committee, and both the 
national parties work the same. You cannot compare a national 
party, 1 hope we cannot, with the Committee for an Effective Con- 
gress or for any other group that operates in that manner, because if 
we can, then this country is in danger of developing splinted parties. 

That is what I am getting at. You actually are beginning to operate 
like a political party. 

The other groups, whether they be professional or social groups, 
who operate as you have operated, are beginning to operate danger- 
ously in the way of a splinter party. Your group and others, too, go 
so far as to attempt to effect the election of people who are friendly 
to your line of thought and then after they are elected you have at- 
tempted to influence the Congress in its decisions. 

Mr. Scurver. No, on the latter part, we are not. 

Senator Gotpwater. You were fairly effective around here when 
they were trying to censure a Senator from Wisconsin. As I recall, 
you were quite interested in the China lobby situation, and you were 
interested in the Nuremberg trials. I quote the Congressional Quar- 
terly on that. 

In other words, you are trying to influence not only the selection of 
people to this congressional body, but you are then trying to influence 
their actions after they get here. 

One of the things that you and other organizations criticize poli- 
ticlans for, receiving money from special groups, you are yourself 
doing, and exercising rather strong influence. 

Mr. Scurever. That is not the fact, sir. 

Senator GotpwaTer. It may not be the fact in your eyes, but with 
us here who work with these groups day after day, it is a fact. 

Mr. Agree. I would like to suggest that whether we are liberal or 
conservative, unless those terms are defined, perhaps the best way to 
determine that is to look at the candidates we have supported and 
judge on that basis and this is something each man can do for himself. 

As to whether we are trying to influence what these men do after- 
wards, I think you will find that not one of those men who have reached 
the Congress, or women, have been approached by us regarding any 
vote that they have cast. r 

Mr. Scuzver. And we so state that in the statement. We make the 
exception and explain the exception in connection with the censure. 

Senator Gotpwater. Did you originate that censure idea? 

Mr. Scuevrr. No, sir. 

Senator Gotpwater. Did the Senator who originated it come to you 
and ask for your help before he produced it before the Congress? 
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Mr. Scuevurr. Yes, sir; we were asked for help. We did not volun- 
teer the help. We did not suggest the help. e were asked for it. 

Senator Gotpwater. Did you come down here and prepare speeches 
for delivery on the floor ? 

Mr. Scuever. We did not. 

Senator Gotpwarer. Did you send research people here to provide 
Senators with information ? 

Mr. Scuever. We had research pees: When the request was 
made we organized to make those facilities available. 

The Crarrman. May the Chair inquire at that point if you are 
oe as a lobbyist ? 

Mr. Scuever. We certainly are not. 

Senator Gotpwater. That is all I have, sir. 

The Cuatrrman. You had in mind, Mr. Scheuer, to read some para- 
graphs of your prepared statement. You may proceed now to do so. 

Mr. Scrrever. (1) We should require and enforce complete and 
rapid disclosures of all campaign contributions, direct and indirect, 
to all candidates for national office and to all committees supporting 
such candidates, including committees active in primaries and com- 
mittees on confining their activities to 1 State or to 1 candidate. 

This information should be made available periodically according 
to a schedule such as that now followed in reports to the Clerk of 
the House of Representatives. 

(2) I do not feel that the spirit of the regulations requiring such 
reports can be satisfied if the information is hidden in an obscure 
file to which the public has only limited access. 

I would recommend that a small special agency of Congress be 
established with the proper staff and funds to handle these reports 
and assure maximum availability for them as quickly as possible 
during the election. 

It would be in order for such an agency to be given the responsi- 
bility of seeing to it that the people in the States and districts con- 
cerned were advised to establish media of record, such as paid public 
notices in newspapers, of the precise financial data concerning all 
candidates and committees for which it has records. 

I would further advocate that this agency provide standard forms 
for filing of reports to deter evasion or omission and to make easier 
reading and comparison of the reports. 

Finally, no committee should be permitted to undertake activity 
that would be reportable under the law without first filing official 
notice of intention to do so with the agency so that that agency 
might instruct it in the requirements and hold it to those requirements. 

The Cuarrman. You speak of setting up an agency. I believe you 
say an agency of the Congress, not of the executive branch ? 

Mr. Scnever. Yes, sir. 

The Cuarrman. You would require here any committee that is 
going to so function in the aid of any candidate or party to file notice 
of it in advance as to what its purposes were and what its activities 
would be and then require a complete accounting or reporting? 

Mr. Scuever. That is right. 

The Cuamman. Allright, proceed. 

Mr. Scuever. (3) I strongly believe that most of the abuses in 
financing political campaigns are directly related to the fact that there 
are so few sources of political money. Every encouragement in law 
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and practice should be given to broadening the basis of political 
financing and encouraging contributions from as many people as 
possible in small amounts. If this is done, no candidate will be under 
pressure to seek support from special groups or interests which will 
involve him in open or implied commitments. 

In order to encourage contributions from many more individual 
citizens, I favor a tax credit such as proposed in the Neuberger amend- 
ment to the Johnson-Knowland bill. 

Senator Purrett. May I address that same question I did before 
to another witness ? 

Have you given any thought to the Alexandria plan which we heard 
about ? 

It appears to have some features that would encourage in a way a 
greater number of people participating in not only the contributions 
to political parties, but also in the campaigns themselves, I believe. 

Have you given any thought to that ? 

Mr. Scuever. I have not. 

Senator Purrety. Are you acquainted with the plan? 

Mr. Scuever. I know the plan in its general outlines and I would 
favor anything along those lines. 

1 also favor and believe the National Committee for an Effective 
Congress would be willing to support a proposal like that of Mr. Phili 
Graham of the Washington Post for a national nonpartisan fund 
raising effort under the auspices of an organization like the Ad- 
vertising Council. 

I believe that measures such as these would do far more to eliminate 
abuses than elaborate regulations which invite evasion, and, there- 
fore, create new areas of public immorality. 

Generally speaking, my philosophy is the more information, the 
more prompt information, the better the body politic. 

I would go so far personally as feeling that it might be desirable 
to add to the income tax returns information as to political con- 
tributions as we do our gifts of $3,000 a year, which are not taxable. 

I feel there are many of these things which might at a future time 
bring information.to the Congress upon which a better informed 
future policy could be based. 

We are groping very much in these areas and we see heartening 
evidence of a broader, slowly growing broader basis for contribution 
and interest in political contributions and participation. People 
feel that sense of responsibility and that sense of belonging. 

One of the problems that has been stated here is that they fre- 
quently do not want to give to the large parties. Now, if good govern- 
ment can be accomplished through stimulating their interest through 
small entities, with due publicity, and all the kind of information I 
have indicated, I think for a transition period perhaps that is 
desirable. 


_I don’t think it will lead to splinter parties or anything of the kind, 
sir. 

The Cuamrman. Let me ask you since we are talking about limits, 
and since you have indicated that your committee gave $50,000 to one 
candidate, if we apply limits on gifts to a candidate should these in- 
dependent committees such as yours be limited in their gifts to a 
single candidate ? 
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Fifty thousand dollars is a pretty good contribution from one 
source. 

Mr. Scuever. Senator, you would have to look to the fact that this 
wasn’t a $50,000 contribution; this was hundreds of contributions 
that people desired to make to elect an individual. 

The Cuarrman. All right, I understand that. 

But does the candidate know who those contributors were‘ 

Mr. Scuever. He does not. 

The CuHarrmMan. So, so far as he is concerned the only source of 
obligation he has from his own knowledge is to your committee? 

Mr. Scuever. If there is an obligation. I don’t know that there is. 

The CHatrman. Well, let us be a little practical. When I say 
obligation, I mean certainly this: I don’t think anybody that gave 
me a contribution ever felt he was buying my vote or anything like 
that, but he certainly felt he had an entree to me to discuss things 
with me and I was under obligation at least to give him an audience 
when he desired it to hear his views. 

Mr. Scuever. I would agree with that. 

The CrarrMan. So there is a limited obligation at least implied, | 
would say, in any campaign contribution, certainly to a group that can 
go out and raise $50,000 to help him. 

Mr. Scuever. Oh, there is no question about that. I think your 
statement of the case is exactly correct. 

The Cuarrman. I do not mean there is anything improper about it. 
Iam not saying that. 

Tam asking you, do you think there should be a limit to that character 
of contribution where the candidate does not know who the contributor 
is except a committee or an independent group that goes out and 
raises the money for him? 

Mr. Scuever. Well, sir, this was done with the acquiescence and 
knowledge of the candidate. 

The CHatrman. So is any gift. If a fellow gives him $10,000, that 
violates the law. 

So we place a limit on it. 

Mr. Scuever. The candidate in effect sought assistance and he felt 
that our relationships and abilities would yield that kind of assistance. 

The Cuatmman. I understand. As a candidate I might go to an 
individual and say, “I need some help,” and he says, “All right, I will 
give you $10,000.” Now, I have to say, “No; I can’t take that much 
You can only give me five.” 

Now, do you think such a limit ought to be placed on the committee 
when a candidate comes to a committee and says, “I need help”! 
Should there be any limit? 

Mr. Scuever. There should be limits on overall expenditures in all 
campaigns. 

The Cuatrman. I am talking about gifts, not expenditures now. 

Mr. Scuever. If these went to him individually, sir, instead of 
through the committee 

The Cratrman. You testified that the maximum amount that was 
given was $4,000. 

Mr. Scuevrr. That is right. 

The CHarrman. Yes. 

Mr. Scurver. We raised money for this candidate. 
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The Cratrman. I understand. But I am raising the same ques- 
tion as to committees raising money to give to an individual cunibline. 
Should there be a limit ? 

I am not saying five thousand, ten thonsand, fifty, or what. Should 
there be a limit ? 

Mr. Scuever. If the committee raised money without designation 
for its purpose, there should be a limit. 

The CuamMan. Without designation for its purpose ? 

Mr. Scuever. That is, if the committee took a pool, if our com- 
mittee raised all this money, say $250,000, I should say that there 
should be a limit. "We should not be able to give more than a predeter 
mined amount to any candidate. 

The Cuamman. Give us some idea of your limit ¢ 

Mr. Scuever. $10,000. 

The Caatrman. If we had had that kind of law you could not have 
given this candidate $50,000? 

Mr. Scuever. What you would have done was organize—— 

The CuarrMan. You would have organized another committee. 

*Mr. Scuever. You would have organized and given the money 
to the campaign committee of this particular Senator and requested 
that the funds be sent direct. 

The Crarrman, I see. Well, I am just following through here to 
make a record here that shows not only the Congress but the public 
how difficult it is to tighten up these laws to make them effective, 
to do what we would like to see done and yet cannot be done from 
a practical standpoint unless you set up an agency of Government 
here as big as the Department of Justice to enforce it completely. 

It gets very involved when you try to follow through on these 
things to their logical conclusion and the practical results that will 
be achieved. 

Mr. Scuevrr. I think that is well stated, sir. 

The CHairMan. I just hope the public gets some conception, as 
well as our colleagues in the Congress, of the task with which this 
committee is confronted in trying to get information here and re- 
solve the problem to where we can get some constructive results. I 
am not criticizing. 

Mr. Scuever. I appreciate that. I am on the same side as you 
are on this subject. 

The CHarrman. Now, there is one other thought I have. We have 
had witnesses here from other organizations; a recapitulation of their 
testimony is: sure, they would reward their friends; they would pun- 
ish their enemies. 

I do not think that is too strong a statement from the record. In 
other words, those who vote like their organization wants them to 
vote, they contribute to their campaign. Those who do not vote as 
they would like to have them vote, they contribute to their opponent 
to bring about their defeat. 

Now, the question is asked: Suppose you supported a Senator or 
a Congressman in this election and he does not live up to your phi- 
woe in his voting record, you would drop him in the next election ; 
would you not? 

Mr. Scuever. Well, I didn’t think a Senator is answerable to us. 
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The Cuarrman. He is not answerable to you, but you are not obli- 
gated once you give him a dollar to give him another one the next 
time. 

Mr. Scuever. It would be a rare circumstance for us not to en- 
dorse a man the second time, and I think we always have. 

The CuarrMan. Maybe you have. 

Mr. Scuever. From the top of my head, I would say we always 
have, because we feel we have Son retty right. 

The CHarrman. That clearly Satake to me you are able to exer- 
cise excellent judgment in your first selection. 

Mr. Scnever. We may have been lucky, too. 

The CuHairman. Assuming that you do—and there is always a pos- 
sibility that you may—assuming that you do, again I come back to 
the very fundamental principle of our politics in this country: What 
is wrong with it? I have felt the effect of it, sure, in my campaign, 
adverse effect, if I may say, but again under our system of democracy 
how can I say it is wrong. 

Because, when you speak of better government, a good government, 
you mean according to your standard or my standard. If I say I 
would like to see good government, it is a good government according 
to my standard and ideas of good government. 

You say the same thing, and yet our views may be far apart as to 
what is good government. 

You say you support candidates; you do not like to use the term 
“liberal” or “conservative.” Well, it is hard to define those terms. 

But you are supporting those candidates whose views you think 
coincide with your own and who you think will vote generally along 
those lines and principles, and support them. 

But if the candidate does not, then from your standpoint of good 
government you should no longer support him or contribute to ro 
If you break it down, is that not also true with the individual citizen? 

Mr. Scuever. Exactly. 

The Cuarrman. So, if a group organized in a collective effort, the 
members of whom believe in a general philosophy, and they want to 
support candidates that believe in that philosophy, I do not see 
any law against it. There is no Jaw against it now. 

I do not think the Congress could pass a law against it. And then 
you would reserve the right, as an individual, when the candidate 
comes up again, to determine upon his record whether you want to 
further support him. 

Mr. Scuever. Senator, I agree with you fully. The implication 
in some of your earlier questions that we eae use this punitively 
is the one that I would very much question. 

Punitive use of endorsement would be a menace. And, after all, 
this boils itself down to common decency and morality. A gangster 
can be a violator of the law and use blackmail. 

The Cuarrman. He can also be a violator of the ethics of the pro- 
fession ; can he not? 

Mr. Scueverr. Exactly. 

I think we should put in the record that we have not opposed all 
men who voted against the censure, and this is not our criteria by 
any means, That escaped me, and I should have said that. That 
would not necessarily be the sole basis of judgment, I should say. 
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The Crarrman. I do not know that the Senator meant to imply 
that. He is not present now, and I would undertake to question you 
further upon that point. He raised that question. 

As I say, I think maybe it is a common experience to all of us who 
serve in the Congress that we cannot please everybody; we cannot 
please all our friends. I frequently write letters home and say I 
would be happy to do what my friends wants me to do if they could 
agree among themselves. But since they do not, I have to make 
a decision. 

Mr. Scuever. Exactly. 

The Cuamman. I think, generally, a Member of Congress who is 
elected and comes up here wants to represent the majority view of his 
constituents, but it is difficult sometimes to determine what that ma- 
jority view is. 

And again, more often, the majority maybe has no opinion, or does 
not have the facts and information upon which to base a firm judg- 
ment. We just run into intangibles here that cannot be somiletety 
unraveled. 

Mr. Fay. Would you inform the committee what your views were 
with respect to the law presently on the books in connection with the 
prohibition against corporate und union contributions to any political 
campaign ¢ 

Mr. Scuever. On balance I think it is a good law. I see a distinc- 
tion between the unions and the corporate contributions. I see a 
distinction between a membership organization and a stockholder 
organization, and I would say that in my own personal view I think 
that there has been an abuse of advertising and ideological use of 
rag fs by radio and so forth by corporate executives. I don’t 

now. 

As Senator McClellan says, it is a matter of taste and ethics and 
where a man takes a deduction for promoting a viewpoint I think 
at some point the Internal Revenue should say this is not a deduction, 
this is something else. 

The CuarrMan. There has been some abuse in that area by corpora- 
tions ¢ 

Mr. Scuever. Yes, sir. 

The CuHatrman. How about labor unions that have a regular pro- 
gram paid for out of dues, funds raised from dues of their catiebbees 
and their commentators takes the radio and comments about that 
Senator and this Senator, his vote and so forth during the campaign, 
and he is not our friend and so and so is our friend and we ought to 
reward our friends. What about that? Is that an abuse? 

Mr. Scuever. It certainly is. 

Mr. Fay. As far as your view is concerned, I conclude from what 
you have said that you would not propose the repeal of the legislation ? 

Mr. Scuever. I would not, sir. 

Mr. Fay. Are you familiar with the techniques of the public- 
relations firm as far as the national committees are concerned, or the 
individual candidate for public office ? 

Mr. Scuever. We have not used them. I think it is one of the— 
I won’t use the word “degrading”—unfortunate developments of facts 
of modern political life. I don’t think that candidates for office should 
be handled like a package deal and I am resentful from the stand- 
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point of an American citizen and what I think of American citizen- 
ship and the value of it, and I think it particularly unfortunate in 
relationship to our world esteem. 

Mr. Fay. Can you be a little more descriptive of that? — 

Mr. Scuever. I think that we whoop up these elections and in a 
contrived technique of making an impact which sometimes has very 
little relationship with the merits or the issues. I think in many other 
countries, more especially in the European countries, there is a more 
circumspect, a more dignified, and a more direct dealing with the issues 
on the merits by the candidates. 

The Cuatrman. In other words, you think in America we engage 
in too many personalities ? 

Mr. Scnever. Yes, sir. 

The CuarrMan. Do you know how that can be corrected ? 

Mr. Scuever. The ballot. 

The CuarrMan. By the people themselves ? 

Mr. Scueurr. The ballot; yes, sir. 

The Cuatrman. As long as that is what they choose and that is 
what they prefer, candidates are going to engage in it. 

Mr. Scueurr. I would agree. 

The Cuarrman. Until they are willing to walk to the ballot box 
and repudiate the candidate who is going to degrade the campaign 
in such a manner, the practice will continue, in my judgment. 

Mr. Fay. Do you have any views with respect to the advisability 
of a tax deduction as far as contributions are concerned? You are 
aware of the present proviso that prohibits any deduction? i 

Mr. Scuever. I think it is a experiment to have a tax credit 
of some nominal amount to see how much we could stimulate in the 
way of broader support of political campaigns. 

Mr. Fay. You used the expression “tax credit”. The credit is usu- 
ally referred to as an outright deduction from the amount of tax to 
be paid, as opposed to the definition of deduction, which is merely 
one deduction of an expenditure prior to the computation of the net 
tax due. 

Are you using the credit in that sense ? 

Mr. Scuever. Advisedly, yes, I do. 

Mr. Van Arxkuie. May I make one point in line with Senator 
McClellan’s question earlier ¢ 

I do think there is an important difference between these two 
approaches in that where you treat it as a contribution the individual 
is required to put up some of his own money. If you treat it purely 
as a tax credit, then in effect it comes 100 percent out of the Public 
Treasury. 

I do think in your discussion this morning it seemed to me that was 
a little lost sight of. It is true that the Treasury pays a lot of it in 
either case, but I do think there is a difference between requiring a 
citizen to put up some part of it and to put up none of it. 

Senator Purreiy. Yes, there is a difference. I tried to point it out 
earlier, but I did not explore the thing further. 

There are many ways it might be handled, but unless each citizen 
is treated alike insofar as the deductible amount is concerned, for $100, 
you would have an inequity to begin with, if you are permitted to 
deduct it as a gift. 
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The CuamMAN. But in either instance if the amount so contributed, 
or retained by the contributor or taxpayer for all practical effects is 
a subsidy the other is a subsidy. 

Mr. Fay. In connection with the operation of your committee, have 
you any view on the reporting of a campaign contribution by the 
individual with respect to any limitation on it, or any amount that 
should be set as a floor ? Vs 

Mr. Scuever. I think any deductions made for political expenses 
by candidates that are permitted should be reported. ; 

“Mr. Fay. Iam getting away from the deduction point. I am talking 
now merely about contributions. ; 

Mr. Scheuer, as you know, there is no requirement today in the 
law that if an individual wants to give a committee $5,000 that he must 
report it to any reporting agency at all. Let me ask you whether 
you have any views as to the feasibility and the reasonableness of a 
requirement which would compel the reporting of a gift over $1,000, 
say, a total of $5,000? 

Mr. Scnever. I would say if the committees that gathered funds 
for candidates were required to report, such gifts would be caught 
up in those reports. I would say that I would depend upon the com- 
mittees, preferably. 

Mr. Fay. If all the committees were required to report? 

Mr. Scurever. That is right. 

Mr. Fay. But you are aware of the fact that State committees— 
intrastate committees, are not required to report as far as the Federal 
Government is concerned ¢ 

Mr. Scuruer. I would favor their doing so if it is constitutional 
to do so, which I don’t know. I think in good faith we all ought 
to expose the records. 

Mr. Fay. I believe that covers everything I have, Mr. Chairman. 

The Cuarrman. Is there anything further? 

Senator Purtrexv. I have no more questions. 

ce CHamrMaN. Is there any other point you gentlemen wish to 
make ¢ 

Mr. Scuever. It did not occur to me in the conundrums about the 
maximum of $3 million that is presently in the law, that if you put a 
maximum on radio advertising that any individual party could use 
in a presidential year, in a presidential campaign, so that we will 
say a million or a million and a half dollars was the maximum it 
might in some way arrest the total maximum. 

The Cuamman. Would you apply that to congressional and sen- 
atorial candidates ? 

Mr. Scuever. National. 

The Cuatrman. Only to the national party? 

Mr. Scugvuer. Yes, sir. 

The Cuatrman. Are there any other comments, gentlemen ? 

Thank you very much. 

Mr. Scurver. Thank you very much 

The Cuarrman. The committee will stand in recess until 1:30. 

Thereupon, at 12:25 p. m., the subcommittee was recessed, to re- 
convene at 1:30 p. m., same day.) 
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(The hearing was resumed at 1:35 p. m.) 

The Cuamman. The committee will be in order. 

(Present at the convening of the hearing were Senators McClellan 
and Purtell.) 

The Cuamman. General Kilpatrick, will you come around, please? 

Do you solemnly swear that the evidence you shall give before this 
Senate special committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

General Kiiparrick. I do, 


TESTIMONY OF GEN. JOHN R. KILPATRICK, CHAIRMAN OF THE 
CITIZENS FOR EISENHOWER AND NIXON 


The Cuatrman. Will you state your name, your place of residence 
and your occupation for the record, please ? 

General Kitpatrrick. John Reed Kilpatrick, 550 Park Avenue, New 
York. I am the chairman of the Board of Madison Square Garden 
Corporation, and chairman of the National Citizens for Eisenhower- 
Nixon. 

The Cuamman. You know the rules of the committee, that you are 
permitted to have counsel if you so desire? 

General Kinpatrick. Yes, sir. 

The Cuatrman. All right, we will proceed. 

Mr. Fay. General, would you tell the committee when your com- 
mittee, the Citizens for Eisenhower-Nixon was first organized ? 

General Kiiparrick. Yes; it was organized in 1952. 

The Cuatrman. Do you have a prepared statement, General? 

General Kitparrick. No, sir, I do not. 

Mr. Fay. It was organized in 1952? 

General Kitparrick. Yes. It was reactivated in 1954, and dis- 
banded, and reactivated again in the fall of 1955. 

The Cuatrman. I believe that indicates that you Republicans got 
a head start on us Democrats. I do not think that our independent 
committee for Stevenson and Kefauver was organized until after the 
convention. So that may account for something. 

General Kitparrick. I hope it does. 

Senator Purretz. Don’t you feel that knowing who your candidates 
were made quite a difference? 

The Cuarrman. I am not sure you knew at all times. 

Senator Purrett. We felt pretty confident. 

Mr. Fay. Then, will you tell the committee just what the organiza- 
tional setup of your citizens committee was! 

General Kitparrick. It is an unincorporated voluntary association. 
I would like to correct something. I just saw for the first time today 
a transcript of my testimony before during September and in the 
transcript the “un” was left off of “unincorporated.” 

The Cuarrman. That was before another committee, I believe. 

General Kitparrick. Senator Gore was in the chair at that time. 


It is an unincorporated association to rally and head up the various 


clubs that were springing up throughout the different states in sup- 
port of President Eisenhower’s candidacy. 
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Mr. Fay. Does it operate on the basis of a chairman of a committee, 
and cochairmen ¢ 

General Kicrearrick. Yes. I was national chairman, and Mrs. 
Dorothy D. Houghton of Red Oak, Iowa, was cochairman, and in gen- 
eral we follow that type of organization straight through, through 
the States and through the congressional districts, and through the 
counties and so forth. There was a chairman and a cochairman. It 
was not true in all cases, but in many. 

Mr. Fay. Now, did it also have a board of directors or an advisory 
committee, or just how did you function? Were you the two sole 
arbiters of everything ¢ 

General Kitpatrick. No, there was a rather loosely organized ad- 
visory committee. 

Mr. Fay. Having been set up in the fall of 1955, do you have the 
figures right before you with respect to the amount that your commit- 
tee received from contributions and the expenditures that it made for 
the 1956 presidential campaign ? 

General Kinparrick. Yes. 

Mr. Fay. Would you give that to the committee? 

General Kiiparrick. The total funds raised up until December 7 
from the reactivation of the committee in the fall of 1955—it started 
off with a balance of $22,000 that was left over from the 1954 organiza- 
tion—including that the total amount of money that the organization 
received up until December 7 was $1,659,233.71. 

Mr. Fay. And its expenditures, General, were what ? 

General Kitparricx. Up until December 7, and there have been 
certain expenditures since then, and bills keep straggling in, we 
spent all of the money received except $154,740.05. 

The Cuarrman. I did not quite understand the period covered. 

General Kiiparrick. From the period of reactivation, Senator. 

The Cuarrman. What date was that ? 

General Kiuparrick. That was in 1955, the fall of 1955, and the 
exact date I do not know. 

The Cuamrman. You said there was a carryover from 1954, and 
you meant 1954, did you not ? 

General Kiiparrick. 1954. I stated that the committee was reacti- 
vated to work in the congressional election of 1954. 

The CuatrMan. It was a little more than a committee just for the 
reelection of Eisenhower. 

General Kitparrick. At that time it was a committee for the reelec- 
tion—it was reactivated for the reelection of a Senate and House to 
support the President. 

The Coarmman. All right. 

General Kitparrick. There was $22,000 left over from the funds 
that they raised, and that started the organization in the fall of 
1955. But I have ineluded that $22,000 in the total figures that I 
have just quoted. 

Mr. Fay. So that your present balance as of December 7, a week 
ago, was approximately $150,000 ? 

General Kinparrick. $154,000. 

Mr. Fay. Now, operating as a national committee, did you have 


contact with the States that had similar committees to the national 
committee ? 


84131—57 29 
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General Kitparrick. Yes, and we helped them organize and desiy. 
nated, or they designated chairmen and cochairmen whom we recog. 
nized. We were organized to a greater or lesser extent in about 4) 
States, There were 38 or 40 States. 

Mr. Fay. Did your committee receive contributions from any of 
those 38 or 40 State communities ¢ 

General Kinparrick, Yes, and they are included in the figures that 
I have given you. We received substantial sums from our State com- 
mittees. In certain States they organized their own finance com- 
mittees and made a contribution to us, that is to the national head- 
quarters. 

Mr. Fay. Do you have a breakdown of your figures that would indi- 
cate what portion of that total, $1,600,000 came from the 40 State 
committees ¢ 

General Kitpatrick. I haven’t that breakdown, but all of that data 
is in the reports that we have submitted periodically to the Clerk of 
the House. I could get that data. I do not happen to have it at my 
fingertips. 

Mr. Fay. We will have it available. If you had it, 1 would jiave 
liked to have had it in the record at this point. 


Now, with respect to individual contributions, do you have any 
breakdown at all as to the number of contributors that you had during 
that year that you were in action there ? 

General Kiirarrick. There again all of that data is in the reports 
submitted. I do not have the breakdown with me. I could assemble 
that data for you and have it to you rather pooneey: 


The Cuamman. Will you do that please 

General Kitparrick. Yes. That is the number, and let me be sure 
that I understand you, the total of the contributions or the subscrip- 
tions that we received from our various State and county organ- 
izations ? 

Mr. Fay. Yes, we would like to have that. 

General Kitpratrick. In certain cases we received money from 
county organizations, and not directly through the parent State 
organization. 

Mr. Fay. They were acting independently of the State committees’ 

General Kitparricx. Independent of the State committee, yes. It 
was not contrary to it, but they just sent that directly to us. 

Mr. Fay. From a financial bookkeeping standpoint, they were oper- 
ating independently in a bookkeeping manner ? 

General Kitrarrick. That is correct. 

Mr. Fay. That is what I had in mind. 

General Kitparrick. We did not look askance at contributions. 

Mr. Fay. Now, General, can you tell us whether or not you have any 
information as to the amount of money that was raised in any one of 
these 38 or 40 State committees that were operating. Did you receive 
any information from them ? 

General Kitrarrick. No. We did not require reports from them 
on what the total amounts were that they had raised. We operated on 
a basis of establishing quotas of what we expected from a State. Ifa 
State met its quota, fine and good, and in certain cases States gave us 


sums in excess of their quota. In other States, they did not reach 
their quotas. 0 
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Mr. Fay. But you have no knowledge as to the amount separate and 
distinct from what any one State sent you, that that State raised and 
expended within its own boundaries ¢ : 

General Kireatricx. No, I have not that information. That is not 
a part of our records. We did not request that information from them. 

Mr. Fay. The committee was interested primarily from the stand- 
point that the State or county committees for both of the national 
candidates, citizens, or volunteers, or whatever term you used, are not 
required to file their report here with the Clerk of the House. They 
were seeking the information if it had come to your attention. That 
is why I directed that question to you. 

General Kizearrick. It did not. 

Mr. Fay. Then, General, what relationship did your committee have 
with the National Republican Committee ¢ 

General Kizparrick. We had a very friendly relationship. We co- 
operated with them to the extent of not duplicating activities where we 
could. For example, we would not undertake a television show at the 
same hour and the same time that one of the Republican committees 
was putting on a show. We endeavored to cover different facets of 
the campaign. 

For example, the bandwagon operation was our wy gg me and 
that was not duplicated in a major sense by any of the Republican 
committees. 

The Cuarmman. What do you mean by “bandwagon” operation ? 
I am trying to learn a little politics here. 

General Krerarrick. We had six units, Senator, which we called 
“bandwagon units.” That is a great big trailer truck with a motion 
picture camera, with loudspeakers, and with a jeep, and a couple of 
ranch wagons with loudspeakers on them, rather gaudily decorated, 
which toured the country. The six units covered practically every 
State in which we were organized.. The units operated wherever the 
President or the Vice President made a major address. We were a 
focal point of the various rallies and important meetings throughout 
the different States. 

In scheduling the itineries of the bandwagons, we worked very 
closely with our citizens organizations and rather closely with the 
Republican organization because we tried to have our equipment at 
« specific point when the President or the Vice President or any other 
major political character was making a major address. 

The Harman. It has always been my ambition in politics when 
I was a candidate to try to build a bandwagon, and I wanted to get 
the modern version of it. I think yours was very effective. a 

General Kiiparricx. Thank you. 

Mr. Fay. Well, we are trying, General, to draw as specific a picture 
as the circumstances will permit of the relationship of the individual 
committees, the citizens committee in this case, to the national com- 
mittee. We recognize the fact that they did act as individual units, 
separate and distinct certainly from a financial standpoint, but at 
the same time they could not coexist without at least a close liaison, 
or otherwise you would have had serious duplication. | 

General Kizratrick. That is the way I would characterize it, a 
rather close liaison. 

For example, we made a film depicting the accomplishments of the 
administration during the last 4 years, which we thought was quite 
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effective. We made that available to various senatorial and 

sional candidates in different areas, and we had our film for 12% 
minutes, and left room for a 214 minute trailer to be provided by the 
local candidate. 

Now, in certain cases we even made the film for the local candidate, 

Mr. Fay. The trailer, you mean? 

General Kitpatrick. Yes, the 214 minute one. 

Mr. Fay. With his participation, in many instances?! 

General Kitpatrrick. Always with his participation, because to be 
effective, the candidate had to appear in the trailer. Now that was 
used generally. A number of candidates either did not want it or 
did not go to the trouble of making one, but our facilities were avail- 
able and we made the film available. 

When the bandwagon went around the country, the bandwagon 
organization was pretty expert in dealing with local television stations 
and local motion-picture houses and so forth. They, as a sort of a 
traveling experienced task force, would pick up the trailer and push 
the distribution of that during the bandwagon operations in the dis- 
trict of specific congressional candidates. 

All of that required very close liaison. 

Mr. Fay. Mechanically how was that liaison carried out? 

General Kinpatrick. Well, with the various organizations, 

Mr. Fay. I was thinking of the national level. 

General Kitpatrick. Covering certain things, I would be in touch 
with the Republican National Committee, and in certain other things 
the congressional committee of the Republican National Committee, 
and in certain matters, the senatorial chairman. Organizationalwise, 
our public relations section would be in touch with their opposite 
numbers in the various committees. It is a little difficult to set up a 
hard and fast organization, but by and large it worked rather effec- 
tively, and we had very few snafus. 

Mr. Fay. I appreciate that. But in the operation, we are primarily 
interested in the financial relationship as far as the operation was 
concerned. We do have a limitation of $3 million, General, as far as 
the national committee is concerned, and we recognize that similarly 
the independent committee had a limitation of $3 million. But we 
are trying to get the realistic and practical effectiveness, or ineffective- 
ness mg those limitations as far as campaign expenditures are con- 
cerned. 

What I was directing to you in the way of a question now was this: 
Could you spell out the ifference between the financial operation 
which your citizens committee was carrying on, and that which the 
committee under Mr. Hall was carrying on, as far as its independent 
features are concerned ¢ 

General Kitpatrick. We were completely independent, financially. 

Mr. Fay. Did you contribute to the Republican National Commit- 
tee, as a committee? 

General Kiupatrick. No, 

Mr. Fay. You did not? 

General Kizpatrick. No. We did contribute at the end of the cam- 
paign to certain of the congressional candidate’s campaigns. During 
the closing days of the campaign, our financial picture was brighter 
than it had been earlier. We had certain funds available which we 
had not budgeted. I might not have had those funds had the picture 
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looked brighter in August, you see. But when the funds came in and 
[had no specific projects on which to spend them effectively, we figured 
the most effective use for that money would be locally in various 
States, and we supported certain candidates. 

The Cuarrman. Let me ask you a question at that point. As I re- 
call, the national committee, Mr. Hall, the chairman, testified they 
raised close to $3 million. I don’t remember the exact figure. You 
state that you raised $1.6 million, plus, approximately. 

General Kiiparrick. Yes. 

The Cuatrman. The 2, of course, or the total of the 2 considerably 
exceed the $3 million limit. All of your funds were expended, were 
they, for the national ticket ? 

General Kizpatrick. Oh no. I have just said that certain funds 
were contributed directly to the campaigns of congressional candi- 
dates. To be specific, $45,500 was so given. 

The Cuarrman. That is the total that was contributed ? 

General Kitpatrick. Yes, and our States worked both for the na- 
tional committee, the national ticket, and to a varying degree, for 
the local tickets. 

The CHarmrman. General, I have just one other question at this 
point. Did you make any allocation of funds collected by your com- 
mittee or make a contribution from those funds to the national com- 
mittee funds? 

General Kitparrick. No, sir. 

The Cuatrman. Did the national committee allocate any of its 
funds that it collected to your committee ‘ 

General Kitparrick. No. 

The CuatrmMan. So there wasn’t any interchange of funds? 

General Kinparricrk. No. 

The Cuarrman. There was simply a coordination of expenditures, 
so as not to duplicate? 

General Kitparrick. That is correct. 

The Cuarrman. In other words, you agreed on a program with the 
national committee, and they said, “We will finance this project and 
you finance that project.” 

General Kiiparrick. Yes, sir. 

The Cuatrman. That is the way it operated ? 

General Kiiparrick. Yes, sir. 

Mr. Fay. I had asked you if there was any transfer of funds from 
your committee to the national committee and you indicated there was 
not ¢ 

General Kitparrick. That is correct. 

_ Mr. Fay. In contradistinction to that, was there any from the na- 
tional committee to your committee? 

General Kiipatrick. No. 

Mr. Fay. All right, then one step further, were there any proposed 
contributions to your committee that you in turn suggested might 
more effectively go to the National Republican Committee? 

General Kiparrick. No. 

Mr. Fay. And you know of none in the same category that were re- 
ferred from the National Republican Committee to your committee? 

General Kizrarrick. That is correct. We did receive certain mon- 
eys toward the television program from Republican State committees. 
There was $171,000 to be exact. 
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Mr. Fay. Now that $171,000 still would be within the figure that you 
gave us of your receipts of $1,659,000? 

General Kinparrick. Yes, and there was $100,000 outside of that, 
that went directly to an advertising agency for the payment of tele- 
vision time from a Republican State committee that did not go through 
our books. 

The Cuarman. That is not included in your figures? 

General Ku.patrick. That is not included. That $100,000 is not 
included in the figures that I have given you. 

The Cuatrman. So that is not included in your reports. 

General Kirrarrick. It is not in my reports, because it did not go 
through our books. 

The Cuarmman. In the report of either committee, your committee 
or the national committee? 

General Kirtratrick. I do not know what the national committee has 
reported, because I haven’t seen that. 

Mr. Fay. Well, the national committee would not be required to re- 
port anything with respect to the operation of the State Republican 
committees at all and in turn the State Republican committees are not 
required, nor are the State Democratic committees, and I am not draw- 
ing a distinction, required to file a report with the Clerk of the House 
as to the expenditures intrastate. I assume that particular item that 
you speak of then by that particular State would not have been re- 
ported to the Federal office here. 

General Kitpatrick. I have no knowledge of that. 

The Cxuatrman. If it was not reported by either your committee 
or by the national committee, then there is $100,000 that was actually 
contributed and spent on the national campaign rather than on State 
campaigns for local purposes, for which there is no accounting. 

General Kinparrick. That is not quite accurate, because the specific 
State that made.this contribution played a very important and big 
part in the particular program that that money went for. It was a 
partial payment of the cost of a bigger program. 

Mr. Fay. Well, you can appreciate the problem the committee has, 
to try to draw some definitive lines here as to the expenditures that 
conceivably might be allocated to the national ticket as contrasted 
to those of the State ticket within a State. There have been some 
estimates in testimony that the expenditures as far as a national elec- 
tion is concerned were somewhere within the figures of $100 million 
and $200 million. The committee is interested in trying to see if 
it could define in some way just where the money is expended and 
whether or not the figures are in any way realistic to the actual cost 
of national campaigns in the country. 

General Kitrarrick. I would think that figure that you quoted is 
grossly exaggerated. 

Mr. Fay. That figure has been used in testimony by students of 
political activities that have studied this particular problem. 

General Kitparrick. I have no knowledge of what our various Siate 
and county organizations spent other than in my own State. I have 
a pretty good idea but not a definite idea there. 

Mr. Fay. Would you care to give the committee your idea as to 
what approximately it might have been ? 

General Kiparrick. The reason I have that knowledge is because 
in New York State, since our headquarters were located in New York 
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City, we ran a joint 4 We underwrote the budget of the 
State to a certain extent with the understanding that they worked 
with us in the solicitation of funds in New York State. The net result 
's that we paid over to New York State on account of their budget, 
78,000. They raised a certain sum, and I don’t know how much more, 
but 1 wouldn't say that they raised as much as we did for their own 
State budget. 

Mr. Fay. You think that the amount they raised was less than 
$78,000 ? 

(yeneral Krupatrick. Yes; substantially less. 

Mr. Fay. You are talking now of what committee? Of the Citizens 
for Eisenhower in New York State? 

General Kinparrick. Yes, in New York State, and their counties 
raised money, but I don’t think that it ran into substantial sums. 

Mr. Fay. Now, that would merely define the amounts that were 
raised as far as the citizens committees were concerned and that would 
be totally independent and separate from the Republican State Com- 
mittee of New York? 

General Kimparrick. Yes. 

Mr. Fay. Now, do you have knowledge, General, of the amount of 
your budget that was expended for television time ?/ 

Gemma Krupatrick. Yes, sir. 

Mr. Fay. Could you give the committee that? 

General Kitpatrick. We spent—you have got to rephrase your 
question a little bit because television time is one thing and the cost 
of putting on a television program is something else. 

Mr. Fay. I get the distinction, yes. 

General Kiiparrick. I think that when you say what a television 
program costs, take both. I could go a step further and say that to 
get the full benefit from a television program, you have to take cer- 
tain newspaper advertising space and certain radio spots to build it 
up, and all of those things combined in my judgment represent the 
cost of a television program. That is rather than just the time that 
you pay the network for the program. 

Mr. Fay. I would appreciate having the total as you defined it 
rather than merely the total of the time. 

General Kinparrick. The total that we expended for television, 
radio, and the advertising connected with it, and the production costs 
of the show—the talent and the rehearsals, and the traveling expenses 
involved in it, and so forth, totaled $638,707.42. 

The Cuarman. Now, General, to make the record as clear as pos- 
sible, can you tell us what part of that was actually paid to the tele- 
vision stations for the time? 

General Kizparrick. Yes. The time ran $415,938.04. That is both 
radio and television. And that includes a rebroadcast of one program. 
The program was successful, and it was televised live, and then the 
next day in the afternoon—it was one of the President’s speeches—it 
Was run again. 

The Cuarrman. That would be included in the time, if you ran the 
same show all of the time? 

General Kizpatricx. And the rebroadcast of the kinescope is in- 
cluded in that figure, that $415,000 figure. 

Senator Purrern. If you broke it down, you said that included both 
radio and television. I assume General, that you mean the program, 
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or the time that the program took to be sent out to the people. Can 
you break that down from television and radio? 

General Kivparrick. I have the figures, but I will have to pick 
them out. The radio is minor. Television is the bulk of it, Senator. 

Senator Purtet.. Could you give the percentage? 

General Kiiparrick. I will have to do a little bit of arithmetic here, 
It is more than 80 percent television. 

Senator Purre.. It is less than 90 percent ? 

General Kitrarrick. No, it is more than 90 percent television. It 
is less than 10 percent for radio. 

Senator Purrety. Ninety percent of that was television, and $15, 
000 was for radio? 7 

General Krirarrick. I think so. Yes; that is right. Some of the 
radio is advertising of the television show. You see, there are radio 
spots calling attention to the fact that the television show is to follow. 

Senator Purtexy. I follow you, General. 

General Kiparrick. I would like the right to modify my testi- 
mony on that percentage figure, if I find I am wrong. 

Senator Purret. It is understood that it is,simply a guess at the 
present time, and you can correct it. 

General Kitpatrick. Less than 10 percent was radio. 

The Cuarrman. If you care to, General, you may submit the exact 
figures and they will be included in the record and substituted for the 
rough estimates you have given here. 

[ Above figures subsequently verified as correct by General Kilpat- 
rick. | 

Mr. Fay. General, your committee, I presume, received the approval 
of the candidate, as far as the national elections were concerned. You 
acted with approval of the candidate in the committee’s functioning! 

General Krpatrick. Yes; we received a letter from the candidate 
oat his pleasure that we had reactivated the organization, and 
so forth. 

Mr. Fay. That is what [had in mind. I am wondering if you have 
any views as to whether or not there is any difficulty or objection to 
a requirement that would compel all committees to have that. 

General Kitrarrick. I have very definite ideas on that. I think it 
is essential that the candidate approve. But you have got to qualify 
it a little bit. When we came into being, we weren’t sure of the can- 
didate. That is, we weren’t sure that the President was going to an- 
nounce, you see. 

The Cuarrman. I am glad to have that testimony. 

General Kiiparrick. But once the candidate is known, I think it 
is essential that organizations, voluntary organizations, be authorized. 
Now I have a specific reason for that. 

In New York I had a good many headaches with certain unauthor- 
ized groups that I did not know, and I had in certain cases, without 
being specific, doubts of the authenticity of the altruistic or unselfish 
purpose of their organization. 

The Cuatrman. In other words, General, if there is not some way 
or some measure of control or supervision exercised, somebody to be 
held in a major way responsible, groups can spring up that can become 
an imposition to the public, that may not be in good faith actually so 
far as the objectives of winning the election are concerned ? 
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General Krcpatrick. That is correct, and I would go a little further. 
Even though they might be an of good faith, they are ineffectual, 
or organizations which should not have the right to go to the public 
to raise money. It isthe same situation we have, Senator, in charities. 

The Cuatrman. I think this, General, that it seems to me you could 
not deny by legislation the right of any group to oe and to 
raise money, but I think that you could by law require them to certify 
whether or not they are authorized by the candidate or by the party. 

General Kutpatricx. That is what I believe. 

The Cuarrman. And thus require them on their literature and in 
their advertising to so designate “authorized,” or “unauthorized,” and 
then the public would be informed. 

General Kirparricx. I would agree with that completely. 

The Cuarrman. I may be wrong, but I do not think that you could 
refuse to recognize or that you can deny the right of citizens to or- 
ganize politically, so long as they are not organizing for the purpose 
of advocating or attempting to overthrow the Government by force. 
They have a right to organize and they have a right to support whom 
they want. A candidate may become embarrassed, however, by their 
actions through either their lack of astuteness or good judgment, or 
their indiscretion, or through their lack of good faith. 

But I think that the law could require them, or we could enact 
a law to require them to state in their literature and in their broad- 
casting or whatever they do, to make it very clear whether they are 
authorized by the candidate or by the party or whether they are 
acting wholly independent and unauthorized. I think the public 
would soon become educated to that, and you would have very few 
of them acting unauthorized. 

General Kinparrick. I would agree with you completely, Senator. 

Mr. Fay. In another area, General, do you have any opinion or 
views with respect to the reasonableness of the limitations that are 
presently imposed on the national committees? As you know, it is 
$3 million by statute. 

General Kizparrick. I am an amateur, and this is the first time that 

1 have had any experience in a political campaign. I would have 
no judgment on the propriety or impropriety of the $3 million limit. 
From my personal experience, it was ample, because we did what 
we set out to do within the financial framework of approximately 
half of that amount. So we were not embarrassed or handicapped or 
bothered at all. 
_ The Cuatrman. That is because the present law is interpreted as 
it is, and probably properly so, that the $3 million applies to each 
committee. That does not serve in praicical operation as a limitation 
upon a campaign and expenditure. The national campaign committee 
can raise up to $3 million and expend it, and a voluntary committee 
such as yours can do the same, and a State committee can do the 
same, and on down, so it actually amounts to no limitation at all as 
to the overall expenditure in a national campaign. 

That is our problem. The spirit of the law, if that is what Con- 
gress intended at the time that the present statute was enacted, to 
say that $3 million was a limit that could be spent in a national cam- 
paign, if that is what it intended, certainly the spirit of the law is 
today being violated by both parties. 
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The $3 million is an unrealistic limit and I do not know what the 
answer is. I am wondering whether there should be a limit, an over- 
all limit of what the national committee can expend and all committees 
when added together—whether there should be a total limit that al] 
of it could not. exceed. 

General Kivratrrick. I would have no judgment on that, Senator. 

The CHamman. I may be wrong, and I may revise my present 
thinking about it, but I ss just about reached the conclusion: that 
you cannot have an overall limit without establishing an agency of 
Government with untold numbers of employees and staff and so forth 
to police such a law. I may be mistaken about it. But I do think 
the present law is a joke, unless you want to leave it that way, that 
if you want to spend more than $3 million you have to organize 
another committee. That is all it does at the present time, so far 
as the overall total that can be spent is concerned. As far as that 
is concerned, we have no limit today. 

Mr. Fay. General, there is another area that I would like to have 
your views on, if you please, and that is with respect to the reason; 
ableness or practicality of limitations on the amount that an individual 
can contribute to a candidate or to any committee. As you are aware, 
the present law is that the individual cannot contribute more than 
$5,000 to 1 candidate or to 1 committee. 

The Hennings bill proposes a $10,000 overall limitation that an 
individual could make to any campaign during the general election. 
The Johnson-Knowland bill does not impose any limitations so far 
as individuals are concerned. Do you have any views on that. par- 
ticular subject ? 

General Kiuparricx. No. I have no thoughts on the propriety or 
impropriety of fixing $5,000 or $10,000 or any limit. I feel that the 
broader the base of the support of a candidate or a party is, the 
better. Anything that wenld tem to broaden the base of support. is 
desirable. But that is a generality. I have no thoughts on your 
specific question. 

Mr. Fay. Then, with respect to your own committee, do you have 
any knowledge or any information in your records with you there, 
- to oe number of contributions that were received that were over 

1,000 

General Kitpatrick. No; I have not brought that data. I was not 
asked to and I could assemble it for you easily and can send it to you. 
It is all included in the reports that we have turned into the House. 

Mr. Fay. That is one thing that the committee has already dis- 
covered, that isa problem. It is a practical working problem that the 
reports are not readily available for analysis. There is only one re- 
port filed and there is a real problem trying to make it available to 
the parties that want to examine it at this time. So, if you do not 
mind sending a copy of that, it would be helpful to us. 

General Kiipatrics. I have it here with me. 

Mr. Fay. We would like to have it. 

General Kitpatricx. It is my record and I would like to get it 
back, but I would be glad to give it to you. 

The Cuareman, In order to expedite this, can you leave it with the 
committee for the committee staff to copy and return to you? Or 
would you prefer to have a copy made yourself and submit one to us! 
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General Kinpateicx. No; I have another copy and I just want to 
get this back some time... You see it is pretty voluminous to copy, 
Senator. . 

This includes both contributions from $100 up and all expenditures, 
and the contributions of under $100 are summarized periodically. We 
submitted five of these reports. 

The Cuamrman. The Chair will suggest then, that the documents 
the witness has, be filed with the committee as an exhibit for reference 
and to be withdrawn by the witness or returned to him by the com- 
mittee as soon as the staff has extracted from these documents such 
information as the committee requires for its records, 

General Kiparrick. That is fine. 

The Cuarrman. That will be the order of the Chair. It may be 
made exhibit No. 5 and it is subject to withdrawal as soon as the in- 
formation.the committee requires has been extracted from it. 

All right, you may proceed. 

Mr. Fay. There is just one other point that I wanted to cover, 
General. Would you express your views to the committee with respect 
to the subject matter of the tax credit or a deductible item of a contri- 
bution made by an individual to a political party. 

General Kitpatrick. Yes; I have a very specific suggestion there. 
With a view to what I said a moment ago, broadening the base of 
support, I would suggest that a tax-deductible contribution of $100 
toa committee be permitted. 

The CHamman. What do you mean, “tax deductible’? Do you 
mean that one can contribute as much as $100 and may deduct that 
amount from his taxes or may claim that as a deduction from his 
income ¢ 

General Kizrarrick. From his income, Senator. That is, a con- 
tribution up to and indiading $i 00. 

Mr. Fay. And that is on the principle of the same type of deduction 


that is allowed for charitable and educational and other types of 
deductions ? 

General Kitparrick. Yes. 

The Cuamrman. Let me ask you this: That sounds good on the face 
of it, and it may be the best we can do, but let me point out that the 
man who is in the Oe percent tax bracket, the fellow who has $1 million 

e 


or so income, when he deducts that $100 he is actually contributing 
out of his own take-home pay or retained income, $10. Whereas the 
man In the minimum bracket or near the minimum tax bracket could 
give $100 and he would be contributing $80 or $90 of his own money. 
That adds a little bit of an injustice. 

General Kizparricx. No, sir; because you have overlooked the fact 
that the man with the larger income very probably makes a much 
larger contribution which is not tax deductible at all. 

The Cuatrman. That is a point. But as to that $100, that is not 
changed. You see, as of now, none of it is deductible. But we are 
going to give some allowance. In giving an allowance, it operates 
so that the fellow of wealth and one who can give $4,000 or $5,000 
actually is contributing in that $100 only $10 of his own money, 
whereas the other 

General Kinparrick. The first $100, yes; but a man in this bracket 
would give more. 
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The Cuarrman. We do not give any relief beyond that so it presents 
aproblem. Weare trying to find something equitable. 

General Kiiparrick. I do not think you will ever find a solution of 
any tax problem that is completely equitable. 

The Cuarman. You agree with the Chair, that we are not going 
to reach perfection ? 

General Kriparrick. Yes. 

Senator Purret.. It is not so much that he contributes $10 but, in 
effect, the Federal Government contributes $90. There have been pro- 
posals here that there be some subsidy for the cost of campaigning on 
the part of the Federal Government. Various proposals were made, 
all of which would be considered by the committee. As I say again, 
it is not the question of the fellow only contributing $10 of the $100, 
but the Federal Government in fact contributes $90 of the $100. 

General Kizpatrrick. I am very much op to the principle of 
the Federal Government underwriting, but this is a suggestion I have 
made as a compromise. 

Senator Purrety. I am not finding fault with it except that it is 
indirectly a subsidy on the part of the Federal Government to the 

extent of $90 in the case of a man in the 90 percent bracket. 

General Kiiparricx. That is correct. 

The Cuarrman. Is there anything further? 

Senator Purreti. I have no questions. I am glad to see you, 
General. 

The Cuatrman. Are there any further statements that you care to 
make, or any further recommendations to the committee? 

General Kiiparrick. No, sir. 

The Cuamman. All right. Thank you very much. You will be 
excused. 

(Testimony taken from December 11 hearing.) 

The Cuatrman. Mr. Henry F. Holland, will you come around, 
please ? 

Mr. Holland, will you be sworn? You do solemnly swear that 
the evidence you shall give before this special Senate committee shall 
an or truth, the whole truth, and nothing but the truth, so help you 

Mr. Hoxtanp. I do. 


TESTIMONY OF HENRY F. HOLLAND, FORMER ASSISTANT SECRE- 
TARY OF STATE FOR INTER-AMERICAN AFFAIRS, STATE DE- 
PARTMENT 


The Crarrman. Would you state your name, and your place of 
residence and your business or occupation ? 

Mr. Hotianp. My name is Henry F. Holland. My place of resi- 
dence is New York City, and I am a lawyer. 

The Cuarrman. What positions have you formerly held with the 
Federal Government ? 

Mr. Hotzanp. I was Assistant Secretary of State for Inter- Ameri- 
can Affairs from February of 1954 until September of 1956. During 
the last war I served for 3 years as a Foreign Service auxiliary officer. 

The Cuatrman. All right, Mr. Counsel, you may proceed. 
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Mr. Fay. Particularly in connection with your service in the State 
Department, Mr; Holland, what division and in what capacity did 
you serve in that period of approximately 244 years! 
~ Mr. Hotianp. Shane stated my position. ‘The office was the Bureau 
of Inter-American Affairs in the Department of State. 

Mr. Fay. What did that cover in the way of territory! 

Mr. Hoxxianv. It covered our relations with the 20 Latin American 
Republics. { 

Mr. Fay. Did it include the countries also in the Caribbean? 

Mr. Hotxianp. Yes, the 3 Caribbean republics, Cuba, Haiti, and the 
Dominican Republic are among the 20 that. I referred to. 

Mr. Fay. That is what I wanted particularly to bring out. 

Well now, directing your attention particularly to the subject 
matter of the sugar-quota law, what is the activity of the State Depart- 
ment in connection with that legislation, sir, and what was its 
responsibility ¢ 

Mr. Hotianp. The responsibility of the Department of State with 
respect to that legislation related principally to expressing its views 
to the interested agencies of the Congress to the other agencies of 
the excutive branch with respect, (@) to the division between foreign 
and domestic suppliers of sugar, and (6) with respect to the division 
among foreign suppliers of the portion of United States consumption 


u 
allotted to those bon suppliers. 

Mr. Fay. Now, could you, just for the purpose of the record here 
and for the committee, give a little background on the sugar legis- 
lation itself, and its inception, and the reason for it, and why the 
State Department fitted into the necessity of expressing its views to 


Congress on this particular piece of legislation on contradistinction 
to other types of legislation in which the State Department would 
have an interest? 

Mr. Hottanp. You have asked that I discuss the inception of the 
sugar legislation, and the reason for it and why the Department of 
State took an interest in it? 

Mr. Fay. If you can, sir. Just briefly, to give a little background 
to what we are leading up to as to this particular legislation. 

Mr. Horanp. I am sorry to say that I have heard the inception 
and the early history of the sugar legislation discussed in hearings 
before congressional committees, usually by expert. witnesses from 
the Department of Agriculture. I have had no experience with that, 
and I am sorry to say that I don’t recall the testimony that I heard. 

The reason for the existence of the sugar legislation, which was 
your second question, my answer would be the same. 

_ Your third question is, Why was the Department of State interested 
in sugar legislation? My answer is that the Department of State is 
interested in sugar ibe ae because of the fact that it is one of 
the products in which we conduct international commerce with other 
countries and the Department of State is one of the agencies of our 
Government that must of necessity be interested in all phases of our 
foreign commerce. 

_ Mr. Fay. Well, conceding that, is it not a fact, though, that the 
Department of State takes a more important role in connection with 
sugar legislation than it does in relationship to other items of com- 
merce between our international friends and neighbors? 
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Mr. Hotianp. No, I would not say so. I would say that the De- 
partment of State is interested in all phases of foreign commerce 
and I would not say that that interest was more intense in sugar than 
in other products in which we conduct foreign commerce. 

Mr. Fay. We conduct foreign commerce in wheat, and the State 
Department does not appear to testify in connection with the quota 
of wheat that might be grown in this country, does it ? 

Mr. Houzanp. I don’t know whether it does or not. I have never 
done so. * 

Mr. Fay. You never heard of it? 

Mr. Hotuanp. I have never testified on it. 

Mr. Fay. But you have testified in connection with the Sugar 
Quota Act in 1956. 

Mr. Hotxanp. I have testified with respect to sugar. 

Mr. Fay. That is what I was trying to bring out, that the State 
Department as far as your division was concerned, had a particular 
interest and testified in behalf of that interest in connection with 
the Sugar Quota Act of 1956. 

Mr. Motes: The Bureau of which I was the head did take an 
interest in sugar legislation and I did testify with respect to sugar 
legislation. 

Mr. Fay. That is what I wanted to bring out. Now, would you 
describe the nature and extent during your incumbency of talks and 
communications between your divisions and representatives of foreign 
countries under your jurisdiction concerning the sugar matter? 

Mr. Hotitanp. Yes. The office of which I was the head was the 
normal office of our Government to which foreign governments would 
communicate their wishes, and the information that they wanted to 
transmit to this Government with respect to any matter, domestic 
matter within the United States in which foreign governments took 
an interest. Therefore, those foreign governments lying within the 
Western Hemisphere or among the Latin American Republics who 
were interested in sugar legislation would logically and did transmit 
to the United States Government through my office such information 
as they wanted to place before our Government. 

Mr. Fay. Now, would this normally be through the embassy repre- 
sentatives of these foreign countries ? 

Mr. Hotzanp. That is true. Usually the ambassador of the for- 
eign country would come and see me and hand me a diplomatic note 
or whatever other form of communication he wanted to transmit to 
our Government. 

Mr. Fay. And that would be in the nature of expressing what that 
particular country’s position was in connection with the growth of 
sugar beets or sugar cane as the case might have been. 

Mr. Hotianp. I don’t recall that they discussed the growth of sugar 
cane, but any thoughts or any information that they wanted to trans- 
mit to this Government with respect to sugar legislation, they would 
transmit as a rule by delivering to me just as they would with respect 
to any other subject in which they were interested. 

The CHarrmMan. Let me ask you at that point, if I may interrupt, 
this question: Do you consider that in the category of lobbying with 
the executive branch of the Government ? | 

Mr. Hotranp. I never thought of that as lobbying, Senator, because 
foreign governments have to have some means of communicating with 
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this Government, and I am not a career diplomat, but it is my belief 
that the correct and customary method for them to communicate with 
our Government is through the Department of State just as the method 
or channel that we use as a rule in communicating with their govern- 
ments is their ministry of foreign affairs or whatever the comparable 
agency of that government is. 

The CuarrMan. The resolution under which the committee is oper- 
ating requires us to look into activities that may be in the category of 
lobbying with the executive branch of the Government as well as 
the congressional branch. 

Mr. Hotxianp. I see. 

The Cuatmrman. So I just asked that question. 

Mr. Hotianp. Surely. 

Mr. Fay. Now, in addition to the Embassy representative coming 
to see you or members of you division, Mr. Holland, would private 
firms doing business in these foreign countries also have occasion 
to present their views with respect to sugar matters to your division 
in the State Department ? 

Mr. Howuanp. Private firms doing business in the foreign 
countries—I am sure if any of them wanted to do so we would 
be glad to hear them and receive any information that they wanted 
to submit to us. I do not believe that representatives of private 
firms doing business in the other sugar-producing countries would, 
as a rule, see me. 

There is in the Department of State as you know, an Under See- 
retary, I believe he now is, for Economie Affairs. I believe that such 
interests as those to which you have referred would ordinarily go 
to the Office of the Under Secretary for Economic Affairs rather 
than to me. 

Mr. Fay. Now, with respect to the representations that were made 
by these different foreign countries that were interested in the sugar 
quota bill, would you direct our attention particularly to the coun- 
tries of Mexico, Dominican Republic, and Cuba and inform the com- 
mittee with respect to the activities the representatives of those 
countries had with your division in the State Department? 

Mr. Hottanp. I think it is accurate that the ambassadors of those 
three countries came to see me and expressed the hope of his govern- 
ment that their quota under our legislation could be increased and I 
believe that each of the three ambassadors—I may be inaccurate in 
this but if I am inaccurate the representatives of the Department of 
State who may appear before your committee can correct me—I 
believe that each of the representatives submitted to me a memoran- 
dum setting out the reasons advanced by that particular government 
in support of its aspirations for a larger quota of sugar. 

Mr. Fay. Are you familiar with the quota with respect to, not 
specifically but in generalities, the proportions that these countries 
had of that particular quota. Take Cuba, for instance, as No. 1. 

Mr. Hotitanp. There was a time when I knew these figures well. 
If you will permit me to testify from the best of my recollection with 
the clear assertion that I may be wrong, but the record of my formal 
ind written testimony before congressional committees will set out 
the figures that are correct—— 

Mr. Fay. That will be eminently satisfactory. 
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Mr. Houtanp. It is my recollection that the sugar legislation prior 
to the last amendment provided that the domestic market or domestic 
producers would provide a fixed quota. All increase in our consump- 
tion of sugar above that figure was to be supplied by foreign suppliers 
and of that portion it is my recollection that Cuba supplied 96 percent 
and the remaining suppliers falling in the category that we called full- 
duty suppliers, anand 4 percent, 

Mexico was one of those suppliers falling in the category of full- 
duty suppliers. Now, exactly what those figures meant in terms of 
tonnage, [ can no longer recollect. 

Mr. Fay. If the record were to show that the domestic was approxi- 
mately 514 million, and Cuba was 214 million, would those figures 
refresh your recollection at all? 

Mr. Hotzanp. No; they would not. 

Mr. Fay. The domestic includes Hawaii, Puerto Rico, and the Vir- 
gin Islands? 

Mr. Hotxanp. I could not debate the figure with you, at least. 

Mr. Fay. I think the record would show that those figures are 
approximately the proportions and Cuba did receive 24% million tons 
under the old quota and presumably that was maintamed on this 
quota. 

Mr. Hoxianp. Yes. 

Mr. Fay. Now, with respect to Mexico and the Dominican Repub- 
lic, their interest was down, well, less than 100,000 tons. You are 
familiar with that? Mexico, I think, was only 10,000 tons. 

Mr. Hotianp. I could’ not argue that figure with you either. I am 
sorry. 

Mr. Fay. But the representations that were made by the represent- 
atives of the countries appearing before you were in the nature of a 
presentation of facts, is that correct ? 

Mr. Hottann. They would each present facts which, in their judg- 
ment, supported an aspiration to receive a larger quota under the sugar 
legislation for their country. 

Mr. Fay. All right. Now, did your division have contacts with 
the domestic sugar suppliers? 

Mr. Hotianp. I am sure that if any domestic sugar supplier came to 
the Department of State and asked to see any of our people, we would 
be glad to see him. However, it would be more normal, and I believe 
that it was the customary pattern for them to have contact with the 
Office of the Assistant Secretary in charge of economic affairs because 
usual contact, with interested domestic sectors fall within the responsi- 
bility of that office. 

Mr. Fay. Well now, the domestic suppliers would necessarily be 
dealing with the Department of Agriculture, would they not? 

Mr. Hoxtuanp. I am sure that it would be normal for them to deal 
a x Department of Agriculture, but I cannot tell you that they 
all did. 

Mr. Fay. But it would be normal for them to do so. 

Mr. Horxianp. I believe that is true. 

Mr. Fay. Did you have a working relationship with the Under 
Secretary of Agriculture in connection with this legislation ¢ 

Mr. Hotxianp. We conferred with the Under Secretary of Agri- 
culture and people on his staff from time to time throughout the period 
during which sugar legislation was under consideration. 
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Mr. Fay. In those conferences would the Assistant Secretary for 
Economic Affairs also be present? 

Mr. Hotianp. Sometimes he was present and sometimes people from 
his organization in representation of him would be present. Some- 
times I) would be present and on other occasions people representing 
my office would be there and I would not. 

‘Mr. Fay. Can you tell us just very briefly and succinctly the pur- 
pose of these conferences as far as State and Agriculture were con- 
cerned? Why were they necessary / 

Mr. Hotuanp. It was our purpose to reach an accord as to the type 
of legislation that the executive branch would favor before the Con- 
gress With respect. to any amendment that might be made of the sugar 
bill or of the Sugar Act. 

In other words, we wanted to coordinate the views of the two agen- 
cies of the Government. 

Mr. Fay. Now, even more basically, if I might suggest, can you 
enlighten the committee as to why the interest of the State Department 
required its participation in such a presentation ¢ 

Mr. Hotianp. I think that I have already referred to that. 

Mr. Fay. More fundamentally I am talking about now. 

Mr. Hotxanp. I have referred to it already. It is because of the 
interest of the Department of State in the foreign commerce of the 
country. 

Mr. Fay. And necessarily, as far as the relationship of our whole 
diplomatic affairs are concerned with these other countries, this was a 
vital subject that had to be considered by State in cooperation with 
Agriculture as far as expressing the views of the administration to 
Congress were tiiabeel 

Mr. Hotianp. Well, to put it in my own words, I would say that 
sugar, being a substantial item in which we conduct foreign He and 
being an item in which a number of our friends in this hemisphere and 
elsewhere had expressed an interest, it therefore became reasonable 
that the Department of State would participate in conferences within 
the executive branch regarding this subject. 

Mr. Fay. Now, in connection with this particular problem of the 
sugar quota, or not referring to it as a problem but merely as a matter, 
did the State Department, in your division particularly, have occasion 
to consult with the White House staff concerning this matter ? 

Mr. Horuanp, I believe that at several of the conferences to which 
I have referred, there were people present who would be on what. you 
would call the White House staff, yes. They were not either Agri- 
culture or State. 

Mr. Fay. Do you have in mind who might have represented the 
White House on any of those conferences in which you were present ? 

Mr. Hotianp. I recall that at least in one and probably more, per- 
haps more of those conferences, Dr. Hauge participated. 

Mr. Fay. How does he spell his name? 

Mr. Hottanp. It is spelled H-a-u-g-e, I believe. It is Gabriel 
Hauge. 

Mr. Fay. Would you describe to the committee what. were the re- 


a of these contacts with the White House as to the execution of the 
po icy? 


84131—57 30 
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Mr. Hoiianp. The result was that the Executive supported a draft 
of legislation or a proposed bill with respect to the amendment of the 
Sugar Act. 

The Cuarrman. In that connection, can it not be said in one sense of 
lobbying that the foreign interests do lobby with the Federal Govern- 
ment, the executive branch of the Government, with respect to estab- 
lishment of policy ? 

Mr. Ho.tianp. Senator, I have told you precisely what they did. If 
that is lobbying, they lobby and if that is not lobbying, they do not 
lobby. 

The Cuairman. I have not condemned lobbying as such, but I mean 
in the broad sense of the word. I do not see how you can call it any- 
thing else but lobbying. If you called contacting a legislator lobbying 
and asking him to vote for a bill and establish his policy, if that is 
lobbying, then I do not see why the other is not, too. 

If you can point out any difference in principle—— 

Mr. Hotxanp. I haven’t the slightest desire to belabor the point or 
evade the point, Senator. I know that lobbying is a subject that may 
be defined clearly and meticulously by statute and I simply want to 
tell you precisely and accurately the facts and if those facts fall 
within the definition of lobbying, then that is lobbying. 

The Cuarrman. You say you know it can be meticulously and ac- 
curately described by statute. I am not sure that it can be. 

Mr. Hortxanp. I did not say that, Senator. I said that it may be. 
I don’t know whether it is or not. But I do know meticulously and 
precisely the facts with respect to which I have testified. 

The Cuarrman. I am not questioning that. 

Mr. Horxanp. And I leave those up to you. 

The Cuarrman. As I get the facts I like to get opinions and conclu- 
sions and recommendations. All right, go ahead. I do not see any 
difference if we use the term “lobbying” meaning an effort to influence 
legislation. I do not see that it is any different or that it is not 
lobbying when we undertake to influence the executive branch in the 
formation of policy. I just cannot see the difference. 

Mr. Fay. Did you testify, then, before the Senate Finance Commit- 
tee and the House Agriculture Committee, Mr. Holland ? 

Mr. Hottanp. I testified before the House committee and I believe 
it was the House Agriculture Committee. 

Mr. Fay. Congressman Cooley is the chairman of the House Agri- 
culture Committee. 

Mr. Hotxianp. He was the chairman of the committee before which 
I appeared. I testified before the Senate committee that had this 
matter under consideration and I believe it was the Finance Commit- 
tee. 

Mr. Fay. Could you tell this committee what position the State 
Department took with respect to that legislation ? 

Mr. Hotxanp. It supported the draft of legislation that the ex- 
ecutive branch of the Government supported. Do you want me to 
try to describe it ? 

Mr. Fay. Could you tell us succinctly what that was in relation to 
the proposed change of the 1956 act ? 

Mr. Hotxanp. I will be glad to try, if you will admit, as of course 
vou will, that my written testimony submitted to those committees 
is the best evidence of what I testified to. 
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Mr. Fay. We will concede that. 

Mr. Hottanp. I am now speaking from memory and, therefore, I 
may be wrong. But it is my recollection that there are four salient 
characteristics of the bill, as least insofar as its amendment was 
concerned. 

The first was the point above which future growth of consumption 
would be divided or would be affected by the amendment. As I recall, 
that point was 8,350,000 tons. 

Mr. Fay. That is exactly correct, sir. 

Mr. Hottanp. Your next measure, speaking now of the increase 
above that benchmark, was what portion of the increase would go 
to domestic consumers and what portion would go to foreign suppliers. 

Under the old bill, I have testified that I believeil that 100 percent 
went to foreign suppliers and nothing to the domestic suppliers. The 
bill pro by the executive branch, I believe, recommended that 
5) percent go to foreign suppliers and 45 percent to domestic suppliers. 

I believe, however, that the bill adopted by the House followed a 
50-50 division rather than the 45-55 recommended by the Executive. 

The third point of measurement is of the foreign supply, 45 percent 
under the administration recommendation, and what portion would 
go to Cuba and what portion would go to other foreign suppliers. I 
believe that the Executive recommended that 60 percent of that 45 
mi go to Cuba and 40 percent of that 45 percent go to other 
suppers. 

be, fourth and last measure or point of analysis is of the portion 
allocated to foreign suppliers other than Cuba and how that would be 
divided among the nations participating in it. The Executive there 
recommended that that portion be divided in accordance with the 
historical participation of those countries in our domestic market. 

Mr. Fay. Do you have a recollection as to what the position was 
with respect to the Phillipines ? 

Mr. Hotzanp. Yes. Again the testimony before the committees is 
the best source for that information, but my recollection is that we had, 
and we have, a Phillipine Trade Act, which establishes a fixed quota 
of sugar for the Phillipines. Because of the existence of that act, 
and because of the fact that it fixes quantitatively the Phillipme quota, 
it was not proposed in the proposed amendment that any change be 
made in the Phillipine quota. 

Now, that is out of the area to which my responsibilities related 
and I did not testify upon that subject and I am giving you the best 
recollection that I have and I may be entirely wrong. 

Mr. Fay. I appreciate that and it is quite consistent with the facts 
that the staff has before it. 

Mr. Hotianp. I would hope so. 

Mr. Fay. Now, could you describe to this committee what your 
contacts were with Members of Congress, both the House and the 
Senate, after that legislation was introduced, sir? 

Mr. Hottanp. I appeared before the two committees that you 
have identified and submitted written testimony and testified orally 
and I was then subjected to questioning. I was called before groups 
of Members of the House of Representatives to supply additional 
information from time to time that they wanted, and I appeared before 
them and attempted to supply that information. 
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I believe that I was called to come to the office of Senator George at 
one time, and I went there and gave him information. I recall those 
conferences with Members of Congress other than my appearances 
before the two committees, and there may have been other occasions 
when I had similar conferences with other Representatives or Senators 
that I have not identified and that I do not recall at this moment. 

I simply do not want to eliminate the possibility. 

Mr. Fay. We are asking for your best recollection of the appear- 
ances that you made last winter and spring as far as that is concerned. 

Mr. Hoxtianp. That is my best wren tr Ay 

Mr. Fay. I can understand that. Do you recall whether or not 
you had occasion to have a conference with Senator Bennett? 

Mr. Hotianp. Yes; I talked to Senator Bennett on several occasions. 

Mr. Fay. How about Senator Milliken ? 

Mr. Hotianp. I don’t think that I ever talked to Senator Milliken, 
unless he might have been in some committee hearing. 

Mr. Fay. I meant particularly whether or not you had occasion to 
talk to him. 

Mr. Hoxianp. No. 

Mr. Fay. Senator Ellender, chairman of the Agriculture Commit- 
tee in the Senate, did you have occasion to present any facts or data 
tohim? Doyou recall? 

Mr. Hotianp. He was present at several hearings, and we testified 
together at those hearings, particularly he and I appeared together 
or on the same occasion before the Senate committee. I am sure that 
I talked to him on that occasion, and I do not believe that I had other 
conversations with him aside from that but I may well have done so. 

Mr. Fay. That is generally what I had in mind. You spoke to 
the individual Representatives and Members of the Senate who were 
particularly identified with the responsibility of handling the sugar 
quota legislation in the 84th Congress on numerous instances as you 
have stated. 

Mr. Hotxanp. I would not say that I had numerous conferences. I 
would say that I had very few. 

Mr. Fay. More than one or two? 

Mr. Hotianp. More than one or two and in terms that I have defined. 

Mr. Fay. I appreciate that fact. Now, can you indicate to the 
committee whether or not there was any undue pressure as far as any 
particular representative group was concerned on your division to 
present their views more favorably than another country’s views or 
another domestic producer’s views? Is there anything that stands 
out in your mind as of strong representation on any one country’s part 
as compared to another ? 

Mr. Hotxianp. No; I would say that each person who appeared 
before me did a good job of presenting his views and did so to the best 
of his ability, but I never felt that I was being subjected to any undue 
pressure nor did I have any feeling of discomfort in the course of 
their presentation. 

Mr. Fay. That is particularly what I wanted to attempt to bring 
out. 

Mr. Hoxzianp. On the other hand, I think everybody did as good 
a job as he could. 

Mr. Fay. Similarly, Mr. Holland, as far as you were concerned 
in presenting the State Department’s views to the Members of Con- 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1073 


cress to whom you had to talk and the committees to whom you 
talked, you presented it in the same vein which you have just described 
that it was presented to you? a 

Mr. Hotianp. I presented it as persuasively as I could to the limit 
of my ability. 5 

The CuHarrman. Do you regard this as pressure if a representative 
from an executive branch of the Government or even from the White 
House comes down and contacts a Member of Congress or of the 
Senate and says, “Look here! The administration wants this and 
this is ‘must’ and we have got to have it.” Do you regard that as 
pressure ¢ 

Mr. Hotxann. Senator, I do not recall ever hearing anyone making 
that kind of a statement to any Member of the Congress because I do 
not think that would be a very persuasive way to present your case. 

The Cuatrman. We used to have it advertised in the paper, this 
is the “must” legislation of this administration. 

Mr. Horxann. Iam not talking about newspaper talk. 

The Cuarrman. Assuming that language is used, and I do not 
regard it particularly as pressure, and they came down here and they 
said, “This is the legislative program of this administration and this 
is @ ‘must’ bill and we have got to have it.” Do you regard that as 
pressure ? 

Mr. Hotianp. I do not. 

The Coarrman. I donot. 

Mr. Hoxtzianp. I am a lawyer, and I have spent ali of my life appear- 
ing before benches. 

The CHarrman. We just use the word “pressure” losely sometimes. 
Now, if associated with that was the implication that if you expect 
to get anything out of this administration or if you expect to get 
proper treatment, you had better come along and go with this, I 
would regard that as pressure. 

I am not talking about the present administration but I am talking 
about any administration. But the fact that they have a program, 
this particular piece of legislation is in that program, and it is regarded 
as “must” legislation and the administration wants it and it has a 
responsibility in government, too, and a responsibility to the people 
of the country, by whom it has been elected, I do not regard that as 
pressure. 

Mr. Hotianp. In my judgment you would have to expect to receive 

that kind of information. 
_ The Cuaran. I think so, but I say again, we use the term “lobby- 
ing,” and we use the term “pressure,” and so forth, and we use it 
so often loosely to insist and to be urgent and to be pressing with 
your views and with your persuasion. 

Sure it will be pressure in a fashion, but it is not improper. We 
use the term “pressure” often, I think, and it carries with it a little 
implication of impropriety when there is actually no impropriety in it. 
I can take the same position with the administration and say that this 
is the last thing I want and the last thing I will vote for. I can put 
i as much pressure on them as they can on me if I do not believe 
in it. 

So that is a part of our system of give and take. It is compromise 
and of the right to advocate and the right to petition and a right to 
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persuade and the right to influence. It is very difficult and I am 
finding it more so than I ever thought before we got into this problem 
here of actually establishing and drawing the line of demarcation 
between what is improper influence and that which is proper and what 
is pressure and what is not pressure and what is lobbying and what is 
not lobbying because a lot of it comes within the sphere of duty as 
I see it. 

If the administration has a program or it has a bill or legislation 
that it believes in and thinks vital and essential, I think it has a right 
to present it and urge and insist upon its enactment. 

Vice versa, if I am directed by my people, if I do not agree with: it, 
and if I think it is wrong or detrimental to my people or have a con- 
viction that it is not. in the best interests of my country, I have a righit 
to oppose it with equal resistance as they offer so-called pressure to 
convince me. 

Senator Tuyr. Was that not the wisdom of the legislative repre- 
sentative that each State, regardless of whether large or small, would 
have two Senators and then the representation for the people was in 
congressional membership. 

There you have the response to the people that is in our system. 
Now, speaking of the Sugar Act, I had a great interest in that and I 
welcomed anyone assisting me because we grow sugar beets. If any- 
one could ouliahiie me so that I could argue the question more in- 
telligently I welcomed them to come to my office, because we wanted 
to make certain that the United States had that percentage of the 
sugar-beet acreage within our own States. 

So, lobbying oftentimes is an intelligent procedure of someone who 
is informed on a question aiding those that may not be as well 
informed. 

The Cuarman. <All right, Mr. Counsel. 

Mr. Fay. Mr. Holland, may I just ask one general question in con- 
clusion? This is the last question I have. 

Based on your experience and information and not necessarily on 
personal knowledge at all, what conclusions can you draw of the vigor 
and intensity of appeals and of pleas by the sugar industry directed 
to Members of Congress ¢ 

In other words, you were really in the thick of it, if I might use 
that expression, while that legislation was pending here. 

Mr. Hottanp. I have no conclusions that I draw. I was in contact 
with the representatives of other governments. I recall nothing 
that any representative of another government said to me or presented 
to me which I considered improper. I felt that each of the Ambas- 
sadors who called on me did his best to present accurately and vigor- 
ously the view of his government. 

I expected them to do that. In my appearances before the com- 
mittees of the Congress and in conferences: with the Members of 
Congress that I have referred to, I heard other persons than myself 
present their views. I think that uniformly, those people did so 
with the greatest persuasiveness and vigor that they could muster 
and I expected them to do so. 

Those were the aspects of the matter that I observed and those were 
my reactions to those aspects of the matter. 

Mr. Fay. Predicated on your experience as the Assistant Secretary 
of State in charge of that division, is there any recommendation or 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1()75 


any thought that you have with respect to the need of any legislation 
with respect to the representations made by foreign governments on 
this particular matter of the Sugar Quota Act for future guidance? 

Mr. Hotianp. I have no recommendations to submit to the com- 
mittee with respect to legislation or amendment of legislation re- 
garding the contacts or the methods of contact between representa- 
tives of foreign governments and the Department. of State or of in- 
terested domestic interests other than foreign governments and the 
agencies of our Government, no. I have no recommendations. 

Mr. Fay. That is all of the questions I have, Mr. Chairman. 

The CuarrmMaNn. Thank you very much. 

Are there any further questions ! 

Senator Ture. I have no questions. 

The CHarrMan. Thank you very much, Mr. Holland. 

Mr. Hottanp. I am happy to have been with you. 

The CHamman. All right, Mr. Lawrence Myers, will you come 
forward 4 

Mr: Myers, do you solemnly swear that the evidence you shall give 
before this special Senate committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. Myers. I do. 

The Carman. Do you have someone with you? 

Mr. Myers. I have Mr. Farrington here, the General Counsel of the 
Department. I should appreciate it very much if he could sit with 
me, 

The Cuamman. That is perfectly all right. Do you expect him 
to testify ? 


Mr. Myers. I might ask him some questions. 

The Cuamman. Will you be sworn, please? Do you solemnly 
swear that the evidence you shall give before this Senate special 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Farrrneton. Ido. 


TESTIMONY OF LAWRENCE MYERS, DIRECTOR OF THE SUGAR 
DIVISION, COMMODITY STABILIZATION SERVICE; AND R. L. 
FARRINGTON, GENERAL COUNSEL, DEPARTMENT OF AGRICUL- 
TURE 


The CHatrMan. State your name, your place of residence, and 
your business or occupation or official position, will you please, for 
the record. 

Mr. Myers. My name is Lawrence Myers and I am Director of the 
Sugar Division of the Department of Agriculture. 

The Cuamman. I understand the Under Secretary of Agriculture, 
Mr. Morse, is here. I do not know that we will need to ask you any 
questions, Mr. Morse, but if you care to come forward, the committee 
will certainly extend to you an invitation. If in the course of this 
testimony you have anything that you feel would be a contribution, 
the committee will gladly receive it. 

Mr. Morse. Thank you, Senator. 
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The CuamMman. Now, you gentlemen understand, of course, and I 
believe one of you is an attorney, that you have the right to counsel, 

and T assume you waive that. 

Mr. Myers. Yes. 

The CHamman. Mr. Farrington, will you state your name? 

Mr. Farrrneron. My name is R. L. Farrington, General Counsel, 
United States Department of Agriculture. 

The Cuarrman. Mr. Myers, you have filed a prepared statement 
with the committee; have you? 

Mr. Myers. That is correct, Senator, at the committee’s suggestion 
to save your time. 

The CHarrMan. It was at the request of the staff? 

Mr. Myers. Yes. 

The Cuatrman. The Chair notes here, I believe, it consists of some 
16 pages with some appendixes, is that correct 

Mr. Myers. That is correct. 

The Cuarrman. I have not read the statement and I am not prepared 
to pass judgment on it. Do you think it would be better for you to read 
the entire statement or have it printed in the record and let you com- 
ment upon the highlights of it at this time? The commitee will defer 
to your wishes. 

Mr. Myrnrs. Senator, I think it depends entirely upon how much 
detail the committee desires to go into. The statement was prepared 
with a thought that your committee might want to go into the back- 
ground and, in fact, that was suggested to us. 

The Cuatrman. It is largely a background statement, is it not? 

Mr. Myers. It is very lar gely a background statement. 

The Cuamrman. I am not too familiar with this subject of the sugar 
industry and the sugar lobby and so forth and sugar legislation. My 
State is not directly affected by it. 

I think it would be well, sir, for you to read your statement and [ 
will try to follow it here and perhaps I will get a better understanding 

and it will enable the members of the staff and myself to pursue this 
more intelligently and effectively after you have testified. 

Mr. Myers. All right, Senator. I shall try to speed along and if I 
deviate from it, it is only by error. 

The Cxarrman. I had better make the announcement that the staff 
has checked the statement and there is no objectionable material in it. 

We have done that, and that is not to reflect or even suggest a reflec- 
tion on the witness. Some witnesses come in good faith with a state- 
ment that has a lot of material in it or matters in it that are not 
actually responsive to the committee’s efforts to carry out the functions 
described for them in the resolution. We are trying to keep that out 
of the record. 

The staff advises me that it is responsive and you may read it in full. 

Mr. Myers. I appreciate that and I will proceed. 

Mr. Chairman and members of the committee, your staff has asked 
that I furnish some background on sugar legislation and set forth in 
some detail the functions of the Department of Agriculture, our pro- 
cedures, contacts with representatives of the industry and Members of 
Congress and coordination within the executive branch in connection 
with the formulation and enactment of the most recent amendments 
to the Sugar Act of 1948, as amended. 
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I started to work with the Department of Agriculture on July 1, 
1927. It was not until June 1946, however, that I was transferred 
tothe Sugar Division and I was out of the country during the time that 
the Sugar Act of 1948 was being developed. My personal acquaintance 
with the legislative work on the Sugar Act, therefore, involves the 
amendments enacted in 195) and in 1956. 

The special sugar legislation of the United States was developed in 
1938 and 1934 after it had been found that this country’s historic 
tariff protection for the sugar industry was not satisfactory. Under 
the Tariff Act of 1930 the tariff rate was 2.00 cents per pound on 
Cuban sugar and 2.50 cents per pound on sugar from other foreign 
countries (the so-called full duty countries). However, production 
increased sharply behind our tariff walls, particularly in the Philip- 
pine Islands. The backed-up supplies in the foreign exporting coun- 
tries, especially Cuba, added to the depression in the world market. 
Domestic prices parallelled world prices downward. 

Since the sugar program has been in effect the tariff rates have been 
reduced to 0.50 cent per pound on Cuban sugar and to 0.625 cent per 
pound on full-duty sugar. 

The sugar program was designed to give the domestic market its 
major protection through a quota system. To make the quotas effec- 
tive and to obtain equity they were applied to domestic as well as to 
our historic foreign suppliers. Under the quota system sugar cus- 
tomarily can be sold in the domestic market at a premium above world 

rices. 
; Since the sugar program has been in effect the differential between 
domestic and veul prices, after allowance for tariff and shipping 
costs, has ranged from a yeariy average premium of 2.02 cents per 
pound in 1953 to a discount of 0.60 cent per pound in 1951. In 1951 
export controls were imposed in order to prevent sugar from being 
exported from the United States to the higher priced world markets. 
During the first 8 months of this year the premium ranged from 1.65 
cents to 1.70 cents per pound. Since September it has fluctuated be- 
tween a high of 2.29 cents in late October and a low of 0.47 cent on 
November 28. Sugar prices tend to be more stable in the United 
States than they are in the world market and, therefore, the quota 
premiums and discounts tend primarily to reflect changes in world 
prices, 

The sugar program also provides direct payments to domestic 
growers. These payments range from 80 cents per 100 pounds on 
a in excess of 30,000 tons per farm. The average payment is 

9 cents per 100 pounds in the domestic beet area, where the avera 
—— per farm is smallest and it is 46 cents per 100 pounds in 
awaii, where the average production per farm is the largest for any 
of the domestic areas. The weighted average payment for all domes- 
tic areas is 68 cents per 100 pounds. 

Associated with the sugar payments is a tax of 50 cents per 100 
pounds on sugar consumed in the United States. The revenues from 
this tax exceed the amount of payments under the program. 

The Sugar Act payments are called conditional payments since 
they are made on condition (a) the producer does not exceed his pro- 
portionate share (the —— quota) for his farm, (6) that he 
does not employ child labor, (c) that he pays wages to his employees 
at least as high as those determined by the Secretary of Agriculture to 
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be fair and, (d) if he is also a processor, that he pays growers prices 
ene to be fair for sugarcane or sugar beets purchased from 
them. 

I will summarize now the major developments leading up to the 
Sugar Act of 1948 and subsequent amendments. 

The first efforts to develop a program were made under the 
marketing agreement provisions of the Agricultural Adjustment Act 
in 1933. ‘ he marketing agreement program then developed was not 
approved. 

ubsequently the Jones-Costigan Sugar Act was developed and 
— in May 1934 as an amendment to the Agricultural Adjustment 
ct. 

After the Supreme Court decision in the Hoosac Mills case nullified 
the Agricultural Adjustment Act of 1933, special sugar legislation 
was developed and enacted as the Sugar Act of 1937. The duration 
of this legislation was extended from time to time so that it remained 
in effect through 1947. 

During the war and postwar period of sugar shortages the quota 
provisions of the Sugar Act were suspended and the payments had 
the atau effect of helping to encourage production during a difficult 
period. 

By early 1947 it became evident that some changes would be desir- 
able in the Sugar Act to make it better fit the immediate postwar situ- 
ation. During the war domestic sugar production had been adversely 
affected by a number of conditions including the demand for other 
crops. Philippine production had nearly stopped and it was evident 
that several years would be required for its recovery. 

On the other hand, Cuban production had been greatly expanded 
and it was considered both necessary and fair to assist Cuba in ad- 
justing to the postwar situation. The revisions in the legislation 
consisted primarily of establishing fixed tonnage quotas for the do- 
mestic areas and of giving Cuba 95 percent of the Philippine deficit. 
Thereby, Cuba was assisted in the early years by the large Philippine 
deficits and in the later years by the growth in the United States con- 
sumption, of which increase Cuba supplied 98.64 percent. 

Although the Sugar Act of 1948 was effective for the period ended 
December 21, 1952, it appeared desirable to have it extended during 
1951 in order that producers could plan their production programs and 
to be certain that the sugar legislation would not be lost in any last 
minute rush in the event Congress should adjourn early in 1952. 

No major overhauling of the act appeared necessary but quota 
increases were requested by Puerto Rico, the Virgin Islands, and the 
full-duty countries. These issues were not of major concern to the 
other domestic areas. Accordingly, to avoid unwanted difficulties 
for the industry and to simplify the task of Congress, the Department 
of Agriculture was asked to develop proposals which it could rec- 
ommend to the Congress. 

To aid in developing the Department’s recommendations, other 
interested agencies were asked by the Department to appoint members 
to an interdepartmental committee which would consider the various 
problems. This committee was composed of professional people in 
the Departments of State, Treasury, Interior, Commerce, and Agri- 
culture, and the Tariff Commission. The agencies most concerned in 
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the quota issues were the Departments of State, Interior, and 
Avriculture. 

The recommendations, primarily involving quota changes for Puerto 
Rico, the Virgin Islands, and the full-duty countries, were trans- 
mitted by the Secretary of Agriculture in identical letters to the 
Speeker of the House and the ident of the Senate on June 18, 
1951. A copy of the letter to the President of the Senate is submitted 
for the record. The chairman and the ranking minority member of 
the House Agriculture Committee expressed appreciation for the 
efforts that had been made to simplify their task. In major outline 
the amendments followed the recommendations and increased the 
tonnage quotas for Puerto Rico and the Virgin Islands by 170,000 tons 
and 6,000 tons, respectively, and increased the percentage participa- 
tion of the full-duty countries from 1.36 to 4 percent. 


1956 AMENDMENTS 
1954 ACTIONS 


Bills: In February and March of 1954 several bills were introduced 
in the House and Senate proposing amendments to the act. The 
Department of Agriculture recommended against these bills on the 
ground that piecemeal action on quotas would make it difficult if 
not impossible to achieve an overall balance that would be equitable 
and in the national interest. 

In June 1954, a bill was introduced in the House proposing that the 
price guide contained in section 201 of the act for consideration in 
connection with the determination of total requirements be revised 
downward to 75 to 90 percent of parity. en the House Agri- 
culture Committee drafted its amendments in 1955 the price provision 
was revised. 

Within the domestic sugar-producing industry there appeared to 
be growing sentiment in various localities for increased marketing 
quotas but the industry had not arrived at an overall position with 
respect to amendments. It was not until June 10 that the Department 
of Agriculture was informed that the major segments of the domestic 
industry, excluding Puerto Rico, had agreed upon the nature of the 
quota amendments they would request. Puerto Rico did not agree 
to the proposals. 

Since Congress was approaching adjournment, it was extremely 
late in the year to pro new legislation of this complexity and 
importance. In view of this fact the industry in its discussions with 
the Departments of State and Agriculture stated that it would ask 
Congress to attempt to legislate at that time only in the even it 
received the support of every interested executive agency of Govern- 
ment. The position that might have been taken by the various De- 
parca after analyzing the proposals is not known, since the 

epartment of State announced promptly that it could not support 


the proposals at that time and the industry dropped its efforts to 
obtain legislation in 1954. In recommendations to the Senate and 
House of Representatives on several bills, the Department of Agri- 
culture made it clear that it also did not consider the time right for 
new legislation. 
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Definitions and administrative provisions: Over a period of time 
the Sugar Division had been confronted with a growing number of 
technical problems in the administration of the Sugar Act. These 
made it quite apparent that the definitions, which had remained 
cinlettent since 1937, needed reexamination in light of new develop- 
ments in the industry and experience in administering legislation. 

Representatives of the Division first discussed these matters with 
the Interdepartmental Sugar Policy Committee on September 8, 1954. 
It then took them up with representatives of the industry at a meeting 
held September 15, 1954. 

As a basis for widespread consideration of these problems the Divi- 
sion published articles in Sugar Reports 25 of May 1954, on “Changes 
in raw sugar, quality” and on “Developments in liquid sugar,” and 
in Sugar Reports 29, September 1954, on “the Tariff Act.” It also 
prepared an agenda and assembled data for use at the conference. 
One of the remaining copies of this is available for inspection. 

Because of the complexities of the problem, it was decided at the 
meeting that it would be desirable to appoint a task force of qualified 
industry representatives to study the problems and submit recom- 
mendations. Since the problems were largely concerned with the 
definitions of raw and refined sugar, the issues were of preponderant 
concern to the refining industry. 

In accordance with the recommendations of the various industry 
groups I appointed on September 21, 1954, the following task force 
to consider the problems: 

Mainland refiners: 
Ellsworth Bunker, chairman 
Thomas Heney, National Sugar Refining Co. 
James H. Marshall, California & Hawaiian Sugar Refining Corp. 
William F. Oliver, American Sugar Refining Co. 
Frank Staples, American Molasses Co. 

Puerto Rico: 
Dudley Smith (raw mills) 
Arthur L. Quinn (refiners) 

Mainland cane sugar producers : Tom Barker 

Beet sugar producers : Robert H. Shields 


In practice, as I recall, Mr. Josiah Ferris served as alternate to 
Mr. Tom Barker. 

It proved impossible for the task force to reach unanimous agree- 
ment but the report submitted by the chairman and a report sub- 
mitted by Messrs. Robert Shields and Gordon Lyons for the domestic 
beet area; Mr. Josiah Ferris for the mainland cane area and Ernest 
W. Greene for Hawaii were of great assistance to the Department. 
The Department’s recommendations were submitted to Congressman 
Cooley, chairman of the Committee on Agriculture of the House of 
Representatives on June 23, 1955, and published on pages 233 to 236, 
inclusive, of the hearings on H. R. 5406 held in June and July of 
1955. 


1955 ACTIONS 


Bills: On January 13, 1955, Congressman Long introduced H. R. 
2155 to provide for increases in proportionate shares established for 
the 1955 crop for farms in the mainland sugarcane area, and for other 
purposes. 
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vy m/e 


CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1081 


On March 31, nearly 30 identical bills were introduced in the House 
of Representatives providing for amendments to the Sugar Act. In 
June and July the House Agriculture Committee held hearings on 
one of these bills, H. R. 5406 introduced by Cong an Hope. 

On April 1, Senator Ellender, for himself and 48 other Senators, 
introduced S. 1635 to amend and extend the Sugar Act of 1948, as 
amended, and for other ee | 

During the course of the hearings before the House Agriculture 
Committee in June and July, Congressman Cooley introduced H. R. 
7030 to amend and extend the Sugar Act of 1948 and for other pur- 
poses. This bill, after revisions by the committee and on the floor 
of the House, was passed near the close of the session. 

On August 2, Senator Long introduced Senate Resolution 147 to 
express the view of the Senate that the Commodity Credit Corpora- 
tion should purchase 100,000 tons of sugar for use in foreign assistance 
programs when it became evident that time would not permit the 
Senate to act on H. R. 7030. 

Meetings with industry : I have been asked to report on the Depart- 
ment’s'meetings with industry representatives. It would be quite im- 
possible to attempt to set down all the time one or more representa- 
tives of the sugar industry or of the industrial users discu matters 
relating to the legislation either in person or over the telephone. I 
ae the major meetings in the Department of Agriculture were as 
follows: 

February 11, 1955: This meeting was held in room 218A under the 
chairmanship of Assistant Secretary McConnell at the request of the 
industry. Thirty-five members of the various branches of the do- 
mestic sugar industry and of farm organizations attended as well as 
members of the Department of Agriculture and the Department of 
State. 

The views of the various ae of the domestic sugar in- 
— were (1) that it would be desirable to have legislation in 1955, 
(2) that all segments of the industry except the refiners believed the 
new legislation with revised quotas should be effective in 1955, (3) 
that new legislation should assure a place for foreign countries in sup- 
plying a part of the needs of the American market and (4) that the 
domestic industry wished to participate in supplying the increased 
needs of the domestic market. (Under the fixed tonnage’ quotas, it 
will be recalled, the domestic areas were not able to participate in the 
growth of our market.) 

It is evident that far more detail needed to be worked out before 
the proposals were ready for drafting into law. It was also clear 
that the industry desired the support of the executive agencies in its 
legislative program. Indeed there was some evidence that the indus- 
try would welcome a framework within which to reconcile their own 
differences. Certainly they wished to avoid major conflicts within 
the industry in working out their legislative program. 

February 16, 1955: Members of the Sugar Division met with mem- 
bers of the beet, mainland cane, Puerto Rican, Hawaiian, and refining 
industries in my office on the technical problems that the Sugar Di- 
vision wished to call to the attention of Congress. This is the same 


matter dealt with above under the heading “Definitions and Admin- 
istrative Provisions.” 
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March 28, 1955: A meeting was held in room 5860, South Building. 
Assistant Secretary McConnell presided and in addition to repre- 
sentatives of the Sugar Division, the Department of State and the Le- 
partment of Interior, the meeting was attended by representatives of 
the beet industry, the mainland cane industry, the Hawaiian industry, 
the Puerto Rican industry, the refining industry, and industrial users. 

This meeting, called at the request of the representatives of the jn- 
dustry, was for the purpose of urging the executive agencies to spee«| 
up their consideration of the sugar problem. 

April 12, 1955: Memebrs of the Sugar Division met in my office 
with representatives of the beet industry, the mainland cane industry, 
Hawaii, Puerto Rico, the refining industry, and the industrial users. 
This was an additional meeting to consider administrative problems 
being raised by the Sugar Division. 

April 20, 1955: A meeting was held at my request in room 218A of 
the Administration Building and attended by members of the Sugar 
Division, the Department of State, the beet industry, the Hawaiian 
industry, the Puerto Rican industry, the refining mdustry, and indus- 
trial users. This meeting was for further consideration of the defini- 
tions and technical provisions and gave primary consideration to the 
—— of the task force and to the report signed by others and referred 
to above. 

April 26, 1955: Members of the Sugar Division met with representa- 
tives of industrial users in my office to review the technical and ad- 
ministrative problems. 

May 12, 1955: Representatives of industrial users met in my office 
. discuss their views concerning possible amendments to the Sugar 

ct. 

June 8, 1955: Under Secretary of State Hoover and Under Secretary 
of Agriculture Morse met with representatives of the industry and 
presented the administration’s position with respect to the proposed 
sugar legislation. This was announced in a press release, copy of 
which is attached. This policy statement became the basis for the 
reports to Congress and testimony given by representatives of the 
Department at the subsequent hearings on the proposed legislation. 

ubsequent meetings with the industry involved the working out 
of details. One of the most important matters of this type was tie 
division of quota increases among the domestic areas. The suggested 
amendments provided that 55 percent of domestic requirements above 
8,350,000 tons would be supplied by domestic areas. Representatives 
of the several areas conferred and agreed upon the division that was 
subsequently adopted. 

Meetings with Members of Congress: I have been asked to review 
our meetings with Members of Congress. Again it would be im- 
possible to attempt to recount every telephone conversation and passing 
observation or comment outside the committee hearings. All of the 
important discussions with Members of the House took place at the 
committee hearings held between June 22 and July 15 by the Honse 
Committee on Agriculture on H. R. 5406 and are set forth in thie 
record of those hearings. 

The Sugar Division was asked to supply a considerable amount of 
statistical information and to compute the probable quotas that would 
result from various statistical formulas. Some of these data and 
computations are embodied in the record and in the reports on the 
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bills: An equal volume of material was prepared and considered by 
one or more members of the committee but not included im the reports. 
The Sugar Division also was asked, with the assistance of the Office 
of the General Counsel of the Department, to suggest language to cover 
amendments proposed or considered by one or more of the committee 
members from time to time. In virtually all cases these materials 
were submitted to the counsel for the committee, or to the office of the 
clerk of the House Committee on Agriculture. 

On July 15, I called on Congressman Cooley, at his request, as I 
recall, to deliver a draft on a proposed amendment to provide for 
price-support loans on sugar, Also that afternoon I called on Con- 
gressman Willis, again trusting to memory, to discuss the degree of 
relief from acreage restrictions that the er amendments might 
be expected to give to Louisiana sugarcane farmers. 

I shen made a brief. statement during the executive session at which 
the committee considered the bill all sat with Congressman Cooley 
and other members of the committee when the bill was explained to 
the press after it was voted out of committee. 

On July 29, I called at Congressman Cooley’s office, at his request, 
to review the proposed bill preparatory to the floor debate the follow- 
ing day. 

On August 1, 1955, I appeared before the Senate Finance Committee 
in executive session during which it considered 5. 1635 and H. R, 7030. 
I also went to Senator Long’s office, at the request of Mr. Todd, his 
assistant, to review the bill with him and supply information that 
he might wish to use during the floor debate. 


1956 ACTIONS 


January 11, I went to Senator Bennett's office, at his request, to 
review the bill in anti¢ipation of the forthcoming hearings. 
issu 16, Under Secretary Morse and I testified before the Senate 


Finance Committee on H. R. 7030. I also attended the hearing the 
following day. | 

February 7 and 8, at the request of Senator Byrd and Senator Ben- 
nett, I was on the floor of the Senate to supply statistics and other 
information that might be desired during the course of the debate 
on the bill. 

March 22, I went to Senator Bennetts office, at his request, to dis- 
cuss differences between the House and Senate versions of the bill. 

May 11, I discussed certain provisions of the bills at the meeting 
of the Senate and House conferees in the hearing room of the Senate 
Finance Committee. 

During the time the bill was before the Senate, other members of 
the Sugar Division and I had a number of contacts with members of 
the staff of the Senate Finance Committee and of the Office of the 
Legislative Counsel in supplying information and other assistance 
in connection with the detailed working out of the various proposed 
amendments, compromises and reports. 

That, so far as I can reconstruct and recall, summarizes the devel- 
opments, with particular reference to industry and Congressional 


contacts, on the 1956 amendments to the Sugar Act of 1948, as 
amended. . 
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The Carman. Thank you, Mr. Myers. I believe you referred 
to the letter attached. 

Mr. Myers. Both the letter and press release. 

The Cuatrman. They may be printed in the record at this point 
immediately following your prepared statement. 

(The documents referred to are as follows:) 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., June 18, 1951. 
The PRESIDENT OF THE SENATE, 

United Statcs Senate. 

Dear Mr. PRESIDENT: There is transmitted herewith for consideration by the 
Congress a draft of legislation which would amend and extend the Sugar Act 
of 1948. 

Enactment of the proposed bill during this session of the Congress is desirable, 
even though the present act does not expire until December 31, 1952. The 
period between the planting of sugar crops and the sale of the sugar processed 
from them is relatively long. If the Sugar Act is not extended until shortly 
before its present expiration date, growers, when planting sugar crops in 1952, 
will not know what type of legislation will govern the marketing of sugar in 
1953 produced from those crops. Such lack of knowledge might lead to preduc- 
tion badly out of line with eventual marketing requirements, thus interfering with 
attainment of the objectives of the Sugar Act. 

The major substantive change made by this bill is in the distribution of quotas 
among domestic and foreign producing areas. The recommended changes are 
outlined below. 

Domestic area quotas: The draft bill would increase the quotas for Puerto 
Rico and the Virgin Islands for sugar to be brought into the continental United 
States from 910,000 and 6,000 short tons, raw value, to 1,080,000 and 12,000 tons, 
respectively. 

During the life of the Sugar Act of 1948 the quota for Puerto Rico has proven 
to be too low. This is evidenced by the necessity for imposing marketing allot- 
ments at least temporarily in 3 years out of 4 years when no such limitations 
upon other domestic areas were needed. The large supplies of sugar in Puerto 
Rico made allotments necessary to insure orderly marketing in spite of substan- 
tial prorations to Puerto Rico of deficits of other areas and the sale in 1950 
of 220,000 tons of sugar to the Economic Cooperation Administration for ship- 
ment to Europe. 

The quota for the Virgin Islands established by the Sugar Act of 1948 appeared 
ample in terms of performance in the 10 years preceding its enactment. How- 
ever, unusually favorable weather, combined with acreage increases and -better 
management practices adopted by the Virgin Islands Company in an effort to 
become self-sustaining as directed by the Congress, resulted in the availability 
of 10,694 tons for marketing in the continental United States in 1950 and current 
prospects of around 12,000 tons for 1951. 

These increases are less than. the quantity by which total requirements during 
the extension are likely to exceed those during the first 5 years of the Sugar 
Act of 1948. Under the proposal the fixed quotas for the domestic beet and 
mainland cane areas, Hawaii and the Republic of the Philippines remain 
unchanged. 

Quotas for foreign countries other than the Philippines: The proposed bill 
would increase the quota for “foreign countries other than Cuba and the Republic 
of the Philippines” (referred to herein as ‘“full-duty countries”). The Sugar 
Act of 1948 provides a quota equal to 1.36 percent of the quantity by which 
total requirements exceed the fixed quotas for domestic areas and the Republic 
of the Philippines. Section 1 of the draft bill would increase this percentage 
to 4. Imports from these countries from 1937 through 1941 averaged approxi- 
mately this percentage of total dutiable imports. With requirements of 8,250,000 
tons, such as now in effect for 1951, this would increase the quota for full-duty 
eountries (exclusive of any proration of Philippine deficit) from about 40,800 
tons to about 113,000 tons. 

In this proposal, Cuba continues to be the principal beneficiary of increases 
in total sugar requirements. Naturally, the increases in quota proposed for 
Puerto Rico and full-duty countries will make the quota for Cuba smaller at 
the same level of requirements than under the present act except as provisions 
for a minimum quota pursuant to subsection 202 (d) may apply. However, the 
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present act aimed to provide maximum quotas for Cuba in the 5 years 1948 
through 1952 to facilitate postwar readjustments without commitment to add 
all increases in requirements to Cuba’s quotas for an indefinite period in the 
future. So far under the Sugar Act of 1948 the basic quotas for Cuba have 
averaged 2,626,290 short tons, raw value. Under the proposed bill, even at 
current total requirements of 8,250,000 short tons, raw value, the Cuban basic 
quota would be 2,711,040 short tons, raw value, and total requirements during 
the term of the proposed extension should average substantially higher than 
present requirements. 

Subsection (a) of section 202 of the present act guarantees Cuba a quota 
no smaller than would have resulted under the Sugar Act of 1937. In effect 
the minimum is 28.6 percent of requirements if the total is above 6,700,000 short 
tons, raw value. Requirements of 7,400,000 short tons, raw value, would 
result in a quota for Cuba of about 2,116,000 short tons, raw value, under 
either subsection (c) or (d). If requirements are more than 7,400,000 short 
tons, raw value, subsection (c) results in a quota larger than the minimum 
percentage. 

The proposed bill provides a fixed minimum of 2,116,000 short tons, raw 
value, at requirements in excess of 7,400,000 short tons, raw value, and a mini- 
mum equal to 28.6 percent of the total when requirements are below that level. 
This eliminates the fixed minimum for domestic areas, provided in the present 
act by reference to the Sugar Act cf 1937, thus increasing the quota for Cuba 
at very low requirement levels. The other provisions of the proposed bill would 
result in larger quotas for Cuba when total requirements exceed approximately 
7,650,000 short tons, raw value, and the percentage for Cuba would exceed 28.6 
when requirements exceed about 7,750,000 short tons, raw value. 

It is extremely doubtful that this subsection will ever determine the quotas. 
During the first 4 years of the Sugar Act of 1948 the quota for Cuba has far 
exceeded the minimum. With increases in population that will have occurred 
by 1953, total requirements could fall as low as 7,650,000 tons only in case of 
consumption out of inventories of refiners, secondary distributors and users 
in far greater volume than can be expected. 

The proposed bill would not reenact section 202 (e) of the present Sugar 
Act of 1948. This Department is not interested in continuation of this 
provision. 

Proration of quota for full-duty countries: The basis for prorating the quota 
for full-duty countries among such countries is changed in the proposed amend- 
ment. At present the Sugar Act of 1948 requires that 27 individual countries be 
specified in the proration on the same basis that they participated in the de- 
termination made in December 1936. In recent years only 9 countries have 
entered sugar against this quota and only 6 have entered more than 2 percent 
of the total for the 3 years 1948, 1949, and 1950 under the Sugar Act of 1948. 
The proposal would give specific prorations to these 6 countries and reserve 
5 percent of the quota for imports from all other countries, no one of which 
would be permitted to enter more than 1 percent of the quota. No country in- 
cluded in the proration under the Sugar Act of 1948 has delivered in excess 
of the quantity permitted under this proposal since 1939 except for minor 
cases during the war when the normal flow of trade was disrupted. The change 
will simplify administration of the act and make a larger proportion of their 
total prospective prorations available early in the year to the countries most 
likely to supply the sugar. 

Proration of deficits: Section 2 of the proposed bill would amend section 204 
of the Sugar Act which relates to the proration of deficits and provides for 
several procedural changes which will simplify quota administration and make 
for more efficient treatment of quota deficits. There are six such changes in 
the proposed subsection (a) of section 204. 

(1) References to “during the calendar year” and “for the year then 
current” are deleted so that deficits known to be in prospect, which now 
cannot be declared until January, may be declared in December when total 
requirements must be determined pursuant to section 201 of the act. 

(2) The prohibition on participation in deficits by domestic areas, when 
total requirements are less than 7 million short tons, raw value, is 
eliminated. 

(3) Provision is added for proration to Cuba of possible deficits in the 
quotas for full-duty countries. Previously any part of this quota unfilled 
by full-duty countries could not be utilized. 
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(4) The proration of Philippine. deficits between Cuba and full-duty 
countries would be changed from 95 and 5 percent to 96 and 4 percent, 
respectively. These percentages would be constant regardless of quota 
levels and would conform the percentage participation in Philippine deficits 
with that proposed for basic quotas. 

(5) The limitation on the entry of Philippine deficit as direct-consump. 
tion sugar is omitted from this subsection, the same result being obtained 
under section 3 of the draft bill. 

(6) A provision is added which simplifies the action needed to fully 
utilize deficits if areas to which they may be assigned initially are unable 
to supply the sugar. 

The proposed subsection (b) of section 204 permits revision of the proration 
of the quota for full-duty countries whenever deficits are evident in addition 
to prorating the balance unfilled on September 1, as provided in the act at 
present. It also, eliminates the requirement that a country must fill its prora- 
tion by September 1 to qualify for additional quota. 

The proposed subsection (c) of section 204 would not change existing provi- 
sion of law except to clarify its meaning by inserting the words, “or applicable 
proration” after the words, “The quota.” This meaning was implied in the 
present section 204 (c) by the reference to subsection (b). 

Entry of direct-consumption sugar: The proposed section 207 (h) of the 
act would limit the entry of direct-consumption sugar from full-duty countries 
to the amount of the basic quota for that area under the present provisions of 
the Sugar Act of 1948. This would have the same effect as the present provi- 
sion in subsection (a) of section 202 of the Sugar Act which requires that none 
of the Philippine deficit prorated to full-duty countries may be brought in as 
direct-consumption sugar. This change in language is occasioned by the in- 
crease in the basic quota for this area in section 1 of the proposed bill. 

Other provisions of the proposed bill would extend the Sugar Act and section 
3508 of the Internal Revenue Code for 4 years beyond the present termination 
date and would make these amendments effective on January 1, 1953, when the 
present act expires. It provides, however, for actions before that date necessary 
to give continuity of operations on the basis of the proposed amendments. 

The proposed bill has received consideration by an interdepartmental committee 
composed of representatives of the Departments of State, Interior, Commerce, 
Treasury, Agriculture and the Tariff Commission. Particular consideration has 
been given to the matter by the Departments of State, Interior, and Agriculture. 
It is believed that this draft constitutes a feasible compromise of the various 
issues and reflects the combined views of the respective Departments. 

We are also submitting this proposed legislation to the Speaker of the House 
of Representatives. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this proposed legislation 
vo the Congress for its consideration. 

Sincerely yours, 

CHARLES F’, BRANNAN, 
Secretary. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, June 8, 1955. 


ADMINISTRATIVE POSITION ON PROPOSED SUGAR LEGISLATION ANNOUNCED 


The United States Department of Agriculture today announced the position of 
the administration with regard to proposed sugar legislation during 1955. 

Industry representatives, Government officials, and congressional leaders have 
for several months discussed the many factors involved in the proposals to take 
omen this year to amend current legislative provisions which expire at the end 
0 e . 

The legislation serves to divide the sugar needed to supply the American market 
among domestic beet and cane sugar producers and other friendly sugar-producing 
countries. Since 1948, in consideration of several factors the amount of sugar 
allotted to domestic producers has been at fixed levels, with increased United 
States consumption allotted to other countries. 

The administration’s position, announced today, is: 

1, That there should be sugar legislation passed in 1955 to become effective 
= - and to extend until 1962. This would revise the quotas as now set for 

PIV. 
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2 That the relationship between domestic and foreign producers should return 
to a percentage quota so that the domestic producers could share in the added 
yolume produced by our population growth. 

8. That this relationship should return to a basis of 55 percent for the domestic 
producers and 45 percent for the foreign producers, which is approximately the 
relationship existing between 1934 and 1948. 

4. That this sharing formula should govern all consumption in excess of 
8.350,000 tons per year, which in effect means that it will begin with the 1956 
re That special relief will be provided to the domestic industries during 1955, 
to the extent of 100,000 tons above their present fixed quota. 

Officials of the Department met earlier today with representatives of the 
domestic sugar industry to explain the administration's position and ask for the 
help of the industry in working out remaining problems. One of these is the 
question of the program by which the proposed 100,000 ton relief for 1955 could 
be most effectively apportioned. Further conferences will be held to work out 
details of specific recommendations. 

The Cuarrman. Mr. Counsel, you may proceed. 

Senator Purretyt. May I ask a question on the background, par- 
ticularly with reference to page 3, that is the Sugar Act payments 
and so on, the conditions that apply ? 

I would like to know just what, as a matter of interest right now 
because of this background, is meant by wage rates as determined 
by the Secretary of Agriculture to be fair. What are those minimums 
now ? 

Mr. Myers. Senator, they are extremely complex. It is a set of 
tables. I am sorry that I do not remember them. Some of them are 
by various tasks, field labor getting one rate and machine labor an- 
other. A number have fixed base rates plus escalator adjustments that 
change with the price of sugar. 

I could supply them to you. I would suggest that I supply them 
to you for your information. They would be quite voluminous to put 
into the record. 

Senator Purretn. What is the minimum of any of the categories 
of labor? 

Mr. Myers. My recollection is, Senator, that it is between 40 and 
45 cents an hour for common field labor in Puerto Rico. I believe 
that is the lowest we have. 

Senator Purrett. Mr. Chairman, I do not know whether the com- 
mittee wishes it or not, but it would be very helpful to me if I might 
get your schedule of wages paid or required tach paid by the terms 
of these conditions. 

Mr. Myers. They are readily available. It might be that you 
would like to have a summary table of the wages paid in each of 
the producing areas. I think that would perhaps be practical to 
incorporate. The others are long records pullin would just clutter 
up your record. 

Senator Purret.. I would like to have the net results from what- 
ever means you have of getting these wages. I would like to know 
what the net result of those wages are in the various categories. 

The Cuamman. Can you submit the information Senator Purtell 
has requested ? 

Mr. Myers. I shall be delighted to do so. 

The Cuarrman. Will you submit it in memorandum or document 
form? When so submitted it will be made exhibit No. 6 for refer- 
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ence to your testimony and not be printed in the record unless that 
proves necessary or the Senator may desire. 

Senator Purreiu. I would like to have this complete. Since most 
of your testimony so far is simply background, I would like that to 
be a part of it, too. What percentage of the total production or total 
consumption, because that will include both domestic production and 
the imports, goes to industrial users? 

Mr. Maule About 60 percent now goes to industrial users. 

Senator Purrett. When you say “industrial users” you mean those 
that incorporate sugar in a product they produce to sell? 

Mr. Myers. That is correct. Candymakers, makers of bakery 
products, and so forth, use it in manufacture. 

Senator Purety. You say that percentage going into industrial 
uses is what? 

Mr. Myers. It is 60 to 65 percent. 

Senator THyz. Mr. Chairman, I would have just this one question 
to make the record a little more complete: I was not here all through 
your testimony, but why does the Department have a responsibility in 
setting the rate of wages? I think that I know, but I believe the 
record should reflect it so that anyone reading the record would have 
an understanding of why the Department concerns itself with the 
wage question here. 

Mr. Myers. Senator, specifically, of course, the Department con- 
cerns itself with the wage question because it is required to by the 
legislation. Now, the legislation, you will recall, was originally 
formulated back in the early 1930’s in the depression of the 1930's 
when there was a feeling that if the Federal Government were to 
give special assistance to an industry, that that industry should in 
turn pass the benefits on to wage earners as well as the farmers. You 
will recall that that was back in the NRA days and all of that whole 
area of effort. 

Senator Tuye. That is what I wanted the record to reflect. 

Senator Purrect. Where the Sugar Act payments are made, the 
criteria had to be met in order to qualify for that sugar payment! 

Mr. Myers. That is correct, Senator. 

The Cuarrman. Has it worked out very satisfactorily under these 
conditions ? 

Mr. Myers. Yes, Senator, I feel they have. Of course, during a 
period of prosperity when labor can go elsewhere, there is not the 
same need for minimum wage establishments as there would be dur- 
ing depression. 

The CaarrmaAn. You have no problem of enforcement at that time! 

Mr. Myers. We have had no problem of enforcement and, of course, 
the fact that our payments are made conditional upon their paying 
these wages, that is enforcement in a strong fashion. I will say that 
we have had relatively little difficulty in getting people to pay their 
minimum wages. 

Senator Turn. The average job is bidding for the worker, is that 
right? The job is usually begging for the worker? 

{r. Myers. That is true and the average wages are characteristi- 
cally above our minimums. 
aw Tuye. And the producer is asking for additional acres to 
plan 


Mr. Myers. That is correct in the last 2 or 3 years. 
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Senator Tuy. It is a desirable crop and as a usual thing the net 
returns from the crop are higher than lots of other crops that could 
be grown in the area. Therefore, in our Nation, we do not have any 
problem about the question of wage because in most instances the 
job is asking for the worker. , 

Mr. Myers. That certainly has been true since the depression of 
the 1930's. 

Senator Purrert. That would not be true in Puerto Rico! 

Mr. Myers. It is hard to say just how important are wage determi- 
nations down there. Characteristically, their unions negotiate with 
their industry on wage matters after our wage determinations come 
out. They try to get a few cents a day above our wages and I think 
that you are right that our wage determination undoubtedly does 
have a good deal of effect in Puerto Rico. 

I think it does not have any affect whatsoever in the case of Hawaii. 
There are stronger unions there. 

Senator Purrerz. But it is effective in Puerto Rico. You have 
some problems down there, I know. 

Mr. Myers. I think that you are correct. 

Mr. Fay. Mr. Myers, you have indicated in your statement that the 

rimary responsibilities of your Department are to act as a clearing- 
coane for all segments of the industry and to make your recommenda- 
tions after conferring with the other executive agencies, to the White 
House and to Congress with respect to legislation. Is that a fair sum- 
mary of the responsibility ¢ 

Mr. Myers. | think that is a fair summary of what we have done and 
especially in the past two times the Act has been amended. 


Mr. Fay. Now, with respect to the different agencies that you work 
with, what is the nature and with whom did you deal in your activities 
with the White House staff, for instance? 

Mr. Myers. Well, there were reports, progress reports, to the White 


House. I think there was a meeting or so in which Dr. Hauge was 
present, and the primary meetings, I would say, with other agencies 
of Government, were with State Department, especially this last time, 
and to a lesser extent with the other departments of Government. 

bn Fay. Who in the State Department would you primarily deal 
wit 

Mr. Myers. Well, the major contact so far as the Latin American 
countries vitally affected, came under Mr. Holland who testified yester- 
day. The contact at the professional staff level that we usually work 
through is Mr. Paul Callahan. We try to have one point we clear 
~ over there so that we have some order in the dealing back and 
orth. 
_ That is not saying that we are limited to that particular contact 
in anyway. 

Mr. Fay. What about Interior Department? Why are they in the 
picture particularly? We have heard from Mr. Holland already. 

Mr. Myers. Interior formerly had a very major interest in Puerto 
Rico. I do not know exactly what that relationship is since the 
Puerto Rican constitution has been in effect. They are always inter- 
ested in the Virgin Islands both through their connection with the 
Government as such, and the Virgin Islands Corporation. They are 
interested in Hawaii since it is a Territory. 
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Mr. Fay. How do they express their interest? Is their interest 
to see that the Virgin Islands and Hawaii, for instance, are given their 
best proportionate share or just what is their activity as far as inter- 
est is concerned ? 

Mr. Myers. You mean the Interior Department? 

Mr. Fay. Yes. 

Mr. Myers. Well, in the case of Hawaii, of course, you have a very 
well-developed industry that speaks for itself. While the Interior 
Department always lets one know that they are interested in Hawaii, 
the plain fact of the matter is that Hawaii ro very well for itself. 
In the case of Puerto Rico, it is very much the same sort of thing, 
although the Interior Department is always interested in expanding 
the industry and the economy of Puerto Rico because of this surplus 
labor problem that exists down there to which the Senator referred 
& moment ago. 

In the case of the voen Islands, they are very interested because 
they have that Virgin Islands Corporation of theirs cpereees down 
there as well as the need to develop the economy of the Virgin Islands. 

Mr. Fay. How do they point up their interest? Do they in effect, 
assert that the Virgin Islands should have an increase over that which 
the other countries might have, or can you illustrate how they would 
effectuate their interest ? 

Mr. Myers. Well, I think; yes. mepaeeliy in the 1951 amendments; 
yes. They felt that the 6,000 tons that was then in effect under the 


Sugar Act of 1948 for the Virgin Islands was inadequate and they 
asked to have a larger quota. 
Since it was only 6,000 tons it was a minor matter for this country. 


We were then using over 8 million tons of sugar and we increased 
the quota to 12,000. Obviously we could not give that percentage 
increase to every area, but it still was such a minor matter, it was 
primarily a problem of having a quantity that could be grown eco- 
nomically in their one mill down there. 

Mr. Fay. Then is it fair to say in the general and broad sense of 
the use of the word that the Interior Department is lobbying with 
the Agriculture Department in behalf of the Virgin Islands on this 
particular subject ? 

Mr. Myers. Mr. Fay, I am not an expert in the field of definitions 
of lobbying. I suppose that you can define the term “lobbying” 
broadly or narrowly. 

I suppose that any petitioning of Congress with respect to legisla- 
tion, could be called lobbyin . LI just wouldi’t be interested in charac- 
terizing the word. I think the problem is whether the action is proper 
or improper regardless of how it may be characterized. 

Mr. Fay. I am happy to hear you express it in that term. 

Following right on that, was there ever any action insofar as you 
percieved at all in your dealings with the Interior Department in 
its representation of the territory interest that would in anywise 
indicate any impropriety ¢ 

Mr. Myers. None whatsoever. 

Mr. Fay. They performed their functions as you in turn were trying 
to perform your responsibilities given to you by statute as to the 
Department of Agriculture ? 

Mr. Myers. That is correct. 
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Mr. Fay. Mr. Myers, will you describe how the Virgin Islands 


rporation is operating ? 
he Myers. I cn deliokind to have that brought out. nail 

The Virgin Islands Corporation and its predecessor, the Virgin 
Islands Co., originated, as I recall, under the Department of the Inte- 
rior, one of its subordinate pro s, Several years ago it was 
amended, perhaps it was when the Virgin Islands Corporation, as 
such, was firme , and a board of directors was established containing, 
as I understand it, the Secretaries of the Departments of Interior, 
Agriculture, and Treasury. 

think it is the Secretary in each case. 

Mr. Fay. Now, with penne to the question of the foreign sugar 
interests, just with whom did you deal as far as those interests are 
concerned # 

Mr. Myers. Within the Government? 

Mr. Fay. Yes. 

Mr. Myers. Well, only with representatives of the Department of 
State. They are the only agency that would have interest outside 
of the Department of Agriculture in the foreign quotas. 

The Tariff Commission could conceivably, but they limit themselves 
very rigidly in this sort of matter and, therefore, they kept out of it. 

Mr. Fay. I had in mind more particularly representatives outside 
the Government who would be the leading representatives of the for- 
eign interests with which you would deal ? 

Mr. Myers. I would have to approach that, I think, very much on 
a quantitative basis. Tonnagewise, Cuba, of course, supplies us more 
sugar than any other foreign country. 

Mr. Fay. Who would be the leader of the Cuban interests that would 
come in to see you ? 

Mr. Myers. Well, the representatives of the Cuban Sugar Stabili- 
zation Institute appeared at our hearings. They are very dominant 
down there and occasionally they come in. 

Mr. Fay. Are they Government or nongovernmental ? 

_ Mr. Myers. It is a semigovernmental organization, as I understand 
it. 

Ut the purely private organizations, of course, there is the Cuban- 
American Sugar Couriail. 

Mr. Fay. the head of the council and other representatives of 
that agency would come in to see you? 

Mr. Myers. From time to time. 

Mr. Fay. And who else, now? Are there similar representatives 
from the other countries that you were dealing with ? 

Mr. Myrrs. Yes, representatives occasionaly of Peru, the Dominican 
Republic, Mexico, Haiti, occasionally some of these very small sup- 
pliers such as Panama; almost anyone comes in from time to time. 

_ The Cuarrman. To get the record a little clearer, these representa- 
tives you speak of that dealt with you, were they associated with gov- 
ernment, were they officials or representatives of those governments or 
representatives of the industrial interests ? 

Mr. Myrrs. Both, Senator. 

Once in a while a representative of a foreign government would 
come in, sometimes to pay their respects, just a courtesy call. 


_ [know some of them personally. Sometimes representatives of the 
industry. 
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I might say that not only in our domestic sugar program, but in 
the work of the International Sugar Agreement I have gotten person- 
ally acquainted with a ern many of these foreign representatives and 
not infrequently they drop in when they are in town for a semisocial 
call, as well as for business reasons. 

The Cuatrman. That would be representatives of the Government? 

Mr. Myers. It could be either representatives of the Government. 
I would say that it would be both representatives of the Government 
and industry. 

The Cuarrman. Would representatives of industry from other 
countries be local citizens here who had been employed to represent the 
industry of another country, or the government of another country? 

Mr. Myers. Again they may be American citizens, local employees, 
or they may be Americans abroad. 

For example, Mr. Lawrence Crosby I see sitting back here in the 
audience today, is an American who, I believe, spends a large part 
of his time in Cuba administering sugar properties down there. From 
time to time he might drop in. 

P Occasionally representatives of the Cuban-American Sugar Council 
rop in. 
he CuarrMan. We are not getting quite positive enough. Most 
anybody might drop in. 

What we are trying to determine is, Who are they? Are they people 
who come in and you can name them as representing a particular inter- 
est seeking some particular action of the Department, or of our 
Government ? 


Mr. Myers. Senator, I am not trying to evade your question— 


believe me I am not—but I would say for the most part the ee 


tion, detailed representations and arguments are presented, I believe, 
before the committees of Congress. 
Now, there were some representations made, I remember some of the 


Mexicans came in and told us what a serious plight their industry 
was in. 


Mr. Fay. Citizens of Mexico? 

Mr. Myers. Mr. Kissick, who I believe is located here in town at 
least for a while, is a native of this country, I believe, and he brought 
along from time to time some of his Mexican colleagues. 

Normally, they would make their primary representation to the 
State Department, but they would frequently drop by the Department 
of Agriculture and explain their position. 

The Carman. Mr. Myers, you have given us a fine background 
of the subject matter. Actually what we are getting down to here is 
the real substance of this committee’s task, to determine whether the 
Lobbying Act is being complied with, whether those who are using the 
term again “lobbying” in the sense that we generally speak of, whether 
they have complied with the law, whether actually engaged in trying 
to influence the action of the Department of influencing legislation, an 
we are trying to unravel this. 

I have taken the position over and over again, I do not think it is a 
crime to be a lobbyist. I do not see anything wrong with it, but we do 


have a statute here requiring them to register, identify themselves, and 
make reports. 
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It has been reported in some circles—I am motnensnatne charge— 
that the sugar industry has quite a lobby here in Washington. We 
want you to give all the information you can about it. 

I am not saying there is anything wrong. I do not know. But we 
have to go into these things to discharge the duty that has been reposed 
in the committee. 

So anything you can say now and any information that you can give 
us that will be helpful in that respect, we will appreciate. 

Mr. Myers. That is obviously my purpose here and I want to co- 
operate as much as I can. ' 

Mr. Fay. Then it would be fair to say that representatives of the 
sugar industry in Mexico have come in and had conferences with you 
as a representative of the Department of Agriculture ? 

Mr. Myers. Yes. 

Mr. Fay. Thatis true of the Dominican Republic ? 

Mr. Myers. Yes. 

Mr. Fay. That is true of Peru? 

Mr. Myers. Yes, sir. 

Mr. Fay. That is true practically of all of the countries that are in 
anywise affected by the quota? 

Mr. Myers. I would say so. 

Mr. Far. So, not only have American representatives who have 
been retained by these industries come in to see you, but individual 
operators or growers, or whatever their position be in the countries, 
have been in also to present their problem to you. 

Mr. Myzrs. Well, more frequently I would say in the case of the 
foreign countries, it is representatives of some group rather than an 
individual company. 

I think, in the case of Mexico, Mr. Kissick does represent a particu- 
lar firms down there. But usually I believe it is a representative of a 
group that would be in. 

Mr. Fay. What would be an illustration as far as Peru is concerned ? 

Mr. Myers. In the case of Peru, Mr. Eugene O’Dunne has been in 
to see me. 

Mr. Fay. He is an attorney in Washington here? 

Mr. Myers. Yes. 

_ Mr. way. He represents that particular industry here in Wash- 
ington ? 

Mr. Myers. That is correct. 

Mr. Fay. Have also other members of the industry or council, if 
there is such in Peru, dropped in so far as the Department of Agri- 
culture is concerned ? 

Mr. Myers. I don’t recall specifically in connection with the 1956 
program, but I think back in 1951 representatives of W. R. Grace & 
Co. came in. 

ll. Fay. Their interest is what—as owners of plantations down 
ere 

Mr. Myers. They are owners of plantations in Peru. 

Another representative from there, and I think he has been in pri- 
marily as a social purpose, is Mr. Henry LaMott of the Guilder- 
meister. I have known Mr. LaMott for several years. He drops by. 
He was in at a hearing we held the other day. We waved at one 
another and that was the end of it. 
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The Cuarrman. Social calls, coming by to pay respects, I do not 
think that has any significance. If you have people coming to you 
presenting cases for administrative action, or to influence legislation 
or policy with respect to legislation, that, as I interpret our respon- 
sibility, is what we ought to inquire into. 

Mr. Myers. I had assumed so, Senator, but I didn’t want you to 
think I was trying to resist answering questions. 

I want to say again that most of these calls are of a general nature. 
Frequently they are in connection with administrative matters and 
not necessarily in connection with legislative programs. 

I think again most of the efforts to state their legislative positions 
were made to the Department of State or directly to the Congress, 
especially at the House hearings. ; 

Mr. Fay. But basically one of the functions of the Agriculture 
Department, as you indicated in your statement, is to determine what 
might be a fair and reasonable balance as far as the allocation of the 
quota is concerned. 

Mr. Myers. Yes, especially as to the total of the foreign versus the 
domestic. We called upon the papers of State very heavily, 
in fact predominantly, in breaking the foreign share down into coun- 
try quotas, because, after all, that is the agency of Government to 
which the foreign people primarily go and present their arguments. 

mr. Fay. Did the State Department then make representations to 

ou? 
' Mr. Myers. We work cooperatively on the matter; yes. 

Mr. Fay. In their discussions did they present the view that Peru 
should have an increase of 1 percent or 10 percent, whatever they 
might feel they were entitled to and that Mexico should have 1 per- 
cent or no percent, whatever they felt it was entitled to? 

Mr. Myers. I can answer that in an overall quick manner this way: 

The State Department was desirous of having the foreign quota, 
rs ar the full-duty quota, broken down on a historic basis. They 
felt that they could explain that sort of treatment easier to the 
various countries, all of which were arguing for increases in quota. 

Mr. Fay. Now, what was the Department of Agriculture’s position 
on that same point ? 

Mr. Myers. We accepted that view. 

Mr. Fay. And that was being contested as far as the domestic 
producers were concerned ? 

Mr. Myers. No; the domestic producers, as far as I am aware, had 
no interest in the breakdown of the full-duty quota. 

The CuarrmMan. They were interested in the overall program? 

Mr. Myers. They were interested in themselves and what per- 
centage of the total they got. 

The Cuamman. In other words, after it was determined it was 
45 percent, or whatever percent was going to be allocated to foreign 
countries, they did not care how it was broken down among the for- 
eign governments ? 

Mr. Myers. I think that is correct. 

The Cuarrman. They may have had some interest in the percent- 
age allocated to foreign countries ? 

Mr. Myers. That is right. They wanted 55 percent for the domes- 
- — and, in case I misspoke myself a moment ago, 45 percent 
abroad. 
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Mr. Fay. That was the State Department’s position ¢ 

Mr. Myers. That was the position that both departments came to- 
gether on, on the 55 percent for the domestic areas, 45 percent for the 
foreign areas. 

Then the State Department broke that 45 percent down among 
the foreign countries. We called upon the domestic industries to 
see if they could not break the 55 percent down among themselves 
and they finally came up with a recommendation that not only we 
accepted, but the Congress accepted. 

The CHARMAN. In other words, in ena administration, the 
Agriculture Department simply yielded or deferred, rather, to the 
State Department to ae out the breakdown, the most equitable 
and advantageous breakdown, to the foreign countries? 

Mr. Myers. I think that is a fair statement. 

Obviously we have an interest in getting our sugar and we try to 
look over their shoulders on it, but in this case there was no need 
to get into an argument on that subject. 

The Cuamman. There was no serious contention between the State 
Department and the Department of Agriculture? 

Mr. Myers. There was not. 

Senator Purreiy. Actually it was not a question of anyone’s opinion 
being imposed on anyone else. You both arrived at the same con- 
clusion, or am I putting words in your mouth on this distribution 
insofar as the allocations go, that you both probably had the same 
ideas as to the percentages or did State insist-——— 

Mr. Myers. There was no insistence there. 
ees the history of the thing, if you want to go into that fully, 
Is this: 

In 1951 I called definitely on the State Department to present rec- 
ommendations. That same procedure was followed again this time. 
And Agriculture said to State, “What are your recommendations,” 
and we saw no purpose in disagreeing with State on that. 

Senator Purreit. So State really works up a recommendation and 
you accept it? 

Mr. Myers. That is what did happen. 

Senator Tuyr. That, Mr. Myers, is based upon an allocation between 
foreign countries. There might have been a disagreement over what 
would be the percentage of the crop, or the consumption in the United 
States coming from our domestic sugar production and that from im- 
ported sugar. But insofar as the diplomatic question between coun- 
tries, it would be better for the State Department rather than the 
Department of Agriculture to work out the diplomatic questions. 

Mr. Myers. That is correct, Senator. 

Senator Tuyr. Were there any differences of opinion between the 
State Department and the Department of Agriculture as to the per- 
centage of the sugar consumed in the United States from domestic 
production as compared to imports? 

_ Mr. Myers. Senator, we batted that one back and forth for a long 
time In arriving at the statement of policy developed and announced 
by Secretaries Morse and Hoover in the press release of which a copy 
is attached. . 

There is a question, of course, of judgment. Actually, I don’t think 
we had any serious differences. 
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Senator Ture. You mean you were not aware of any serious 
differences ? 

Mr. Myers. I would say I don’t think there were any very huge ones, 
no. It was nota big thing. It was batted back and forth for quite a 
long time, but there was not a huge difference between us. 

Senator Tuyr. Now, in the innumerable contacts that you had, Mr. 
Myers, with representatives of this industry, both foreign and do- 
mestic, can you point to any indication at all of an impropriety by any 
of these people with which you were dealing? 

Mr. Myers. None whatsoever. 

Senator THyp. No pressure was ever exerted on you to present one 
view stronger than another view? 

Mr. Myers. No, sir. I think frankly they are too intelligent to try 
it. 

Senator Ture. I appreciate your reason. I would just like to get 
on the record what your thinking was with respect to the activities you 
had with representatives of this industry, using this industry merely 
as an example as far as Government is concerned. 

I am not in a position to point to any impropriety that I know of, 
but you have been dealing with the subject matter now for a good many 
years. You are one of the keymen so far as the sugar quota problem 
is concerned in the executive branch of the Government. 

Mr. Myers. I believe so. 

Senator Turn. As far as your knowledge is concerned, or any in- 
formation you have, any lobbying that was done in the general sense, 
as far as any interest of this industry was concerned, was done in a 
proper and legal manner to the best of your knowledge ? 

Mr. Myers. That is absolutely correct, sir. 

The Cuatrman. At that point, the only thing the Chair is interested 
in—and I accept what you say—we do have a statute here requiring 
lobbyists to register. 

So the only way I can determine and this committee can determine 
whether those who have been engaged in lobbying for the sugar in- 
dustry or for foreign governments in connection with this industry, 
the only way we can determine is for you to tell us who these people 
are that came in and presented cases, arguing with you, or trying to 
persuade you to adopt one policy or another with respect to admin- 
istration or with respect to anticipated or expected legislation. 

If you can give us the names of these people—I am not talking about 
social visits or just coming by and paying their respects—who actually 
presented issues to you for your decision, I mean in an effort to influ- 
ence your decision ¢ 

Sure, they may have a problem they needed to talk to you about. 
I am not questioning that. I want to determine whether in this cate- 
gory of industry those who have been representing the interests and 
in contacting the executive branch of the Government and Members 
of Congress, whether they have complied with the law. 

Mr. Myrrs. I mentioned the fact that Mr. Kissick and some of his 
associates from Mexico did come in and presented a statement on 
their position and I believe later their position was set forth—in fact, 
I heard this—by former Secretary of the Interior Chapman. 

Mr. Fay. He was a lawyer and represented them as a lawyer? 

Mr. Myers. That is correct. 
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Presenting substantially the same material and case that the other 

lks had. 

a the case of Cuban-American Sugar Council, their contacts with 
us, 1 would say, were not detailed and elaborate presentations and 
arguments of their case. I know their representative, Mr. Sherlock 
Davis, who happens unfortunately to be ill. I met with him from 
time to time, but not as a major presentation, trying to argue us into 
what to do. 

I think, as a matter of fact, that they recognized that that issue 
was one being settled over in the Department of State. 

In the case of Mr. O’Dunne, to be honest with you, the only call I 
immediately remember of his was in connection with an allocation of 
ours this past year and it had nothing to do with legislation. 

But I am sure from time to time he must have talked to me about 
the general legislative situation. 

Mr. Fay. And he represents ¢ 

Mr. Myers. He represents Peru. 

Mr. Fay. Who represents the Dominican Republic ? 

Mr. Myers. They have been represented by quite a number of peo- 
ple. The most recent one to come in to see me, pepeanent ing them, 
was Mr. Smith Brookhart, Jr., who came in just a few days ago. 

I believe his firm got into the situation at the very closing days 
that the Sugar Act was up before the Senate. 

Prior to that there was a Mr. Walter Surrey, who I understand 
represented them during the period the act was before the House. 

Some of Mr. Surrey’s staff probably was in to see me, but in a 
most incidental sort of way. 


Mr. Fay. What about the reg «vee Islands? 
s 


Mr. Myers. The Philippine Islands, Mr. O'Donnell, who is in 
the room here, is an attorney here in town, represented them and pre- 
sented their statement before the committee. 

They did have a Mr. Jose Romero representing them here in town. 
He may still be. I don’t know. 

Mr. Fay. What about Hawaii? 

Mr. Myers. Hawaii is represented here by the Sugar Planters 
Association. Formerly Mr. Ernest Green was their Washington 
representative. 

Now, Mr. Slater Miller is. 

Mr. Fay. And Puerto Rico? 

Mr. Myers. Puerto Rico is represented here. The Puerto Rican 
Sugar Producers Association is represented by Mr. Dudley Smith. 

Mr. Fay. That represents all the countries that are interested in 
that quota and the territory as well? 

Mr. Myers. Thank you for adding the last. It saves us a lot of 
embarrassment. 

The foreign countries and the offshore domestic areas. 

Mr. Fay. And as far as the domestic areas are concerned, did you 
have occasion to talk with the domestic interests ? 

Mr. Myers. You mean of the beet interests ? 

Mr. Fay. Yes. 

Mr. Myers. Yes, Mr. Robert Shields, who is the Washington rep- 
resentative of the United States Beet Sugar Association. 

Mr. Josiah Ferris, represents Mainland Sugar Cane. 
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The Cuatrman. Those whom you have named represented differ- 
ent countries, governments, interest, have they approached you on 
problems of matters of policy decision or administrative decisions, 
policies of the administration or legislation that they desired ? 

Mr. Myers. It is difficult for me to differentiate between policy 
and legislation. Certainly the domestic industry representatives a 
proached us and we approached them in connection with the dis- 
cussion of the forthcoming legislation. Especially did we approach 
them in connection with the technical amendments, problems of ad- 
ministration that had come up over the years and we felt were vital 
to be presented to Congress. 

Here were our problems and we went before the House Agricul- 
tural Committee and later before the Senate Finance Committee, 
presented those problems and asked for their help in petting the law 
amended so that we could administer it more advisedly. 

The Cuarrman. I am not critical of that. I appreciate that is 
necessary, if not imperative, to get the best results. 

I am simply concerned and only concerned about whether the actions 
of these folks you have mentioned, or any others representing this 
industry, or the governments who have been interested and involved 
in the legislation that has been enacted, whether they have been lobbied 
either with the administrative branch of the Government, or the legis- 
lative branch of the Government under the terms of lobbying as now 
defined by statute and whether, if so, they have complied with that 
statute with respect to registering and reporting as the law requires. 

That is all I am trying to determine. 

I think you possibly are in as good a position to know, certainly for 
the Department of Agriculture, those who did contact you, those who 
did present cases to you, those who did ask for redress or relief or 
some action be taken according to their wishes, and if you will name 
those and if you have named them, then we can determine by pursuing 
this further whether they were, in our opinion, lobbying under the 
terms of existing statute. 

f so, we can determine whether they complied with the statute, and 
also, whatever the conclusion about that is, it will enable the committee 
to look into and examine the present statute and the present activities 
rae come to some conclusion about whether remedial legislation is 
needed. 

That is what we are driving at. We are not trying to embarrass 
anybody. We are just trying to get at the facts. 

(At this point Senator Purtell retired from the hearing room.) 

Mr. Myers. Senator, I certainly want to tell you everything that 
happened that I know of that might be of interest to you. I do not 
know the Lobbying Act. I have never read it and I don’t pay any 
attention to that. Whether these gentlemen I have referred to are 
registered, or not, I don’t know, sir. 
| ‘The Cuamman. I do not, myself, at the moment. 

Of course, we can ascertain that. 

I can appreciate they may have administrative problems on which 
to come to you and possibly the discussions or actions would not come 
within the Lobbying Act as now defined. 

A lot of citizens have problems with the Government, the adminis- 
trative branch of the Government, and have to come up here and con- 
sult and present their case. Maybe that is not lobbying at all. 








CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1099 


But I am trying to get the facts of what happened here so that the 
committee can evaluate it. 

Mr. Myers That is the basis on which I would like to operate be- 
cause I just don’t know what the technicalities of lobbying are under 
the law. 

Mr. Fay. I believe, Mr. Chairman, that in all instances the persons 
that were named by Mr. Myers are registered under the act so far as 
their presentations are concerned. 

The Cuatrman. Are there any further questions? 

Senator Ture. No. 

The CuamMman. It may be necessary to recall you, Mr. Myers; I 
am not sure. You, of course, being in Government, will be available 
at any time the committee needs you, if it should. | 

Mr. Myers. I want to assure you that we will, Senator. I received 
a subpena since coming in this room, but I want you to know that 
we prepared our material and continue to stand y to help whether 
a subpena is issued or not. 

The Cuarmman. I think that is a procedure that has been neem 
by the committee, to subpena. Many people not associated with Gov- 
ernment will come upon request and then we serve a subpena as a 
matter of record. 

There is no implication there that you were not perfectly willing 
tocome forward. 

Mr. Myers. I just wanted to make it perfectly clear that our job 
is to cooperate as we understand it. 

The Cuarmman. Thank you very much. 

Mr. Morsg. Mr. Chairman ? 

The Cuarmman. Mr. Secretary. 

Mr. Morse. Not as part of the record, but may I say that the staff 
suggested that I might come up here and listen to the testimony. I 
want to explain to you as to why I was here in the committee session. 

The Cuarmman. We are very happy to have you. We will be very 
delighted, sir, if you have any comment or suggestions to give the 
committee, or information. 

Mr. Morse. No; I have not. 

The Coarrman. Thank you. Come back again. 

The committee will eel in recess for 5 minutes. 

(A short recess was taken. ) 

The Cuarrman. The committee will come to order. 

(Present in the hearing room: Senators McClellan (the chairman) 
and Thye.) 

The CHamman. Mr. Laurence A. Crosby and Mr. Samuel E. 
Stavisky, 

Mr. Crospy. Mr. Chairman, before I am sworn, may I also ask per- 
mission for Dr, Roy Ballinger, who is secretary and economist of 
our United States-Cuban Sugar Council, to sit at the council table. 

The Cuarrman. Yes, 

Will you each be sworn. 

_ Do you solemnly swear that the testimony you shall give before this 
Senate subcommittee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Crossy. I do. 

Mr. Sravisxy. I do. 
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Dr. Bauirneer. I do. 

The CuarrMan. Be seated, please, gentlemen. 

Will you state your name to the Senne your place of residence, 
and your business or occupation, for the record ! 


TESTIMONY OF LAURENCE A. CROSBY, CHAIRMAN (CUBAN IK. 
TERESTS) ; SAMUEL E. STAVISKY, PUBLIC RELATIONS REPRE. 
SENTATIVE; AND ROY BALLINGER, SECRETARY, UNITED STATES. 
CUBAN SUGAR COUNCIL 


Mr. Crossy. Mr. Chairman, my name is Laurence A. Crosby. I 
am a citizen of the United States, born in the State of Maine, resident 
in Cuba since 1946, where I am employed as the head of a group of 
sugar mills, owned or controlled by the Cuban Atlantic Sugar Co., 
a Delaware corporation, whose stock is listed on the American Stock 
Exchange in New York. 

The Cuarrman. How is it doing right now? 

Mr. Crossy. A little bit better, Mr. Chairman, than last year. 

The Cuarrman. Thank you, go ahead. 

Mr. Sravisky. My name is Samuel E. Stavisky. I am a public 
relations consultant to the United States-Cuban Sugar Council. I 
reside in Bethesda and my offices are located in Washington. 

Dr. Batuincer. My name is Roy Ballinger. I am secretary of the 
United States Cuban Sugar Council. I reside in Arlington, Va. My 
office is in Washington, D. C 

The CHamman. Gentlemen, do you have prepared statements? 

Mr. Crospy. No, Mr. Chairman, we do not, except that I would 
like to make a brief statement for the record as to what the United 
States-Cuban Sugar Council is. 

The CuarrMAn. We are going to give you that opportunity. Do 
you have counsel to represent you ? 

Mr. Crossy. No, sir. 

The CuatrMan. Do you desire counsel ? 

Mr. Crossy. No, sir. 

The CHarrMAn. You waive counsel. Then you may proceed and 
make your initial statement. 

Mr. Crossy. The United States Cuban-Sugar Council is a voluntary 
association which was organized in March of 1946 by a group of 
companies whose stockholders are overwhelmingly American and who 
are engaged in the production of sugar in Cuba. 

The original membership consisted of 14 companies. Subsequently, 
four of those companies dropped out. One by virtue of being acquired 
by one of the other members, and the other three because they were 
acquired by Cuban citizens. 

ubsequently three other companies which were American owned 
joined our group and we now have a membership of 13 companies. 

I a a list of the members if you think that is desirable for the 
record. 

The Cuarrman. That list may be submitted in the record at this 


point. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


Mr. Crosspy (reading) : 


Central Atagracia Sugar Co. 
Central Violeta Sugar Co. 
Cuban Atlantic Sugar Co. 
Guantanamo Sugar Co. 

Manati Sugar Co. 

Miranda Sugar Co. 

Punta Alegre Sugar Corp. 

The American Sugar Refining Co. 
The Cuban-American Sugar Co. 
The Francisco Sugar Co. 

The New Tuinucu Sugar Co. 
United Fruit Co. 
Vertientes-Camaguey Sugar Co. 

(At this point Senator Purtell entered the hearing room.) 

Mr. Crossy. The council maintains a Washington office which has 
been headed for the last several years by Mr. Sherlock Davis as gen- 
eral counsel. Mr. Davis would be here today except for the regret- 
table fact that about 314 weeks ago he had to undergo a very serious 
operation in the Memorial Hospital in New York, from which he is 
trying to convalesce. He is still in New York and no one can regret 
more than he his absence from the hearing. 

I, as chairman of the council since November 1954, am a voluntary 
official. Ireceivenosalary. I devote what time I can to the activities 
of the council, but that time is occasional and intermittent. 

I make occasional visits to Washington. During the pendency of 
this legislation I appeared on behalf of the council before the House 
Committee on Agriculture in June of 1955 and before the Senate 
Finance Committee in January of 1956. 

That is all, Mr. Chairman. 

The Cuarrman. Did you get your expenses paid ? 

Mr. Crospy. Not entirely, sir. 

The Cuarrman. I believe you ought to look after that a little better. 

Mr. Crospy. That is my fault, Mr. Chairman, for the record, in 
defense of my colleagues in the council. 

The Cuarrman. All right, Mr. Counsel, you may proceed. 

Mr. Fay. What are the purposes and objectives of the council? 

Mr. Crossy. The seaniitet the time it was organized issued a very 
brief pamphlet in which it stated its objectives as promoting assurance 
of an adequate supply of sugar for the American consumer and pro- 
moting trade relations between Cuba and the United States. 

In actual practice our functions and activities have not been con- 
fined to legislative matters, but have extended to the regulation of 
sugar in general by the United States States Government so far as it 
affected the Cuban sugar industry. 

We represent our group at what we call quota hearings which are 
held annually by tha Departniont of Agriculture to furnish the Secre- 
tary with information for making his estimate of consumption 
requirements. 

ur council office is supposed to follow any trade developments, 
tariff developments, economic developments that affect, or may affect, 
the trade relations between Cuba and the United States, not only with. 
regard to sugar, but any other commodity. 


84131—57——_32 
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We employ here a staff besides Mr. Davis and Dr. Ballinger, and 
we have, f think, 3 or 4 assistant personnel in our office here. 

Mr. Fay. Now, independent of your interest in the council, are you 
technically associated with the industry as a producer, yourself ? 

Mr. Crossy. Yes, sir; I failed to make that clear in my introductory 
statement. : 

The Cuban Atlantic Sugar Co., of which I am pee nets owns pro- 
ducing subsidiaries in Cuba, 10 producing mills, which in the aggregate 
in the year 1956 produced nearly 600,000 tons of sugar. That is the 
largest single epee of a group of mills in Cuba. 

Mr. Fay. Right on that point, what is Cuba’s production annually?! 

Mr. Crospy. Cuba’s production, Mr. Counsel, has been restricted by 
the Government, the Cuban Government, since the beginning of 1953. 
Our production in 1956 was restricted to 4,600,000 Spanish long tons. 

If you wish it in short tons, I believe I am correct in saying that it 
is approximately 5,225,000 American tons of 2,000 pounds each. 

Mr. Fay. Right on that point, do you have in mind what Cuba’s 
participation in the quota was for the last calendar year ? 

Mr. Crossy. The year 1956? 

Mr. Fay. Well, 1955, 1956 is still going on. 

Mr. Crossy. In 1955, I believe our participation in the American 
market was a quota of 2,859,000 short tons. 

Mr. Fay. A little more than half of your production ? 

Mr. Crossy. Well, in 1955, sir, our restricted production was even 
lower than the figure I gave you. 

Mr. Fay. A little more than half of your production ? 

Mr. Crossy. Yes; it was, sir. 

Mr. Fay. Now, how did the council finance the corporation? We 
were talking a minute ago about your expenses. I assume your com- 


pany finances your expenses and pays your compensation as a salary; 
is that correct ? 


Mr. Crossy. The SPAPART ays me a salary. Any time I make a 


trip on behalf of the council I pay my own expenses and usually at- 
to to collect the expenses from the council. Sometimes I forget to 
do it. 

Mr. Fay. How isthe council financed ? 

Mr. Crossy. The council is financed entirely by voluntary contri- 
butions from the members which are assessed, iP that is an appropriate 
word, on a production basis, a cent or cent and a half per bag of pro- 
duction in the given year which may be used as the base. 

Mr. Fay. What does the budget approximately amount to per year! 

Mr. Crossy. It varies, sir, in accordance with our activities. Our 

resent budget is approximately $11,000 a month. Or, say, $120,000 to 
$130,000 a year. 

In the periods of the legislative activity, 1955 and 1956, our expendi- 
tures were higher than that amount. 

If you wish the figures now, I can give them to you. 

Mr. Fay. Do you have them at your fingertips) 

Mr. Crossy. Yes; I do, sir, practically. 

In 1955 I think they were approximately $192,000, or you might 
say, $65,000 or so higher than that I would call a normal budget when 
there was no legislative activity. 

The CuarrMan. Have you gone in the hole? 
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Mr. Crossy. No, sir; we cover that by these contributions from our 
members. The contributions are not on any fixed regular annual 
basis. We have a meeting of our members and discuss the matter 
around the table and decide what we need to keep ourselves out of 
the hole, Mr. Chairman. 

And in 1956, our expenditures through November 30, have been 
$154,000. 

Mr. Fay. How many members are there? 

Mr. Crossy. There are 13 members. 

Mr. Fay. And they are 13 companies? 

Mr. Crossy. They are 13 companies, every one of them a publicly 
owned corporation whose securities are listed on one or the other 
of the stock exchanges in New York, all but one. 

There is one company that is privately owned, but the owners are 
American. 

Senator Purret,. What peneontage of the total production of Cuba 
is represented by these 13 companies 

Mr. Crossy. Approximately 40 percent, Senator. 

Senator Purrett. Approximately 40 percent represented by these 
13 companies ? 

Mr. Crossy. Yes, sir; a little less than 40 percent, actually 38 or 
39, but 40 is a good round figure. 

Senator PurTELL. So 60 percent of the producers down there are 
not represented by your council ? 

Mr. Crossy. That is correct, by production. A little more than 


60 percent by number. 

deaning Porn. Are these the 13 largest producers or are they 
large producers not members of your council? 

Mr. Crosspy. There are a number of large Cuban producers, Cuban 
citizen producers, who are not members of our council at all. 

I would think that our company, the company of which I am the 
head, is the largest single united ownership producer in Cuba and 
probably the second one is the Cuban American Sugar Co., which 
is a member of our council. 

But after that there would come in Cuban producers. 

Senator Tuyrz. In other words, it is American capital, United 
States capital ? 

Mr. Crossy. Yes, Senator. 

Senator Toye. Invested in that operation ? 

Mr. Crossy. Yes, sir. 

Senator Ture. Both in the landholdings and in the operation? 

Mr. Crossy. That is correct. 

_ Senator Ture. And 40 percent is the group that you represent and 
it is all United States funds? 

_ Mr. Crossy. With this eee: these are public companies 
listed on the exchanges and therefore any Cuban or other foreigner 
who wishes to buy shares may do so. But no large proportion of the 
stock, so far as I know, is Cuban owned. 

Senator Taye. It is primarily United States citizens investing in 
and operating in that sugar enterprise ? 

Mr. Crossy. That is correct. 

Senator Ture. And you have Cuban companies that are solely 
owned by Cuban citizens? 

Mr. Crossy. Yes. 
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Senator Ture. They are not affiliated with your association ? 

Mr. Crossy. To specify, in the Cuban Atlantic Sugar Co. I think 
somewhere around 10 or 15 percent of our stock may be actually held 
by Cubans at the present time, but that has not normally been the 
case, 

Senator Ture. You employ Cuban workers? 

Mr. Crossy. Yes, sir. 

Senator Ture. Except the management ? 

Mr. Crossy. In fact in the management the number of Americans 
employees is very small. In this company which I represent which I 
said produces in the aggregate through its subsidiaries in the 1956 
approximately 600,000 tons of sugar. The number of Americans 
employed in the whole company is not more than 10 at this stage. 

Senator Ture. And you have been operating for a number of years? 

Mr. Crosspy. Yes, Senator. 

Senator Toye. Have you the approximate number of years? 

Mr. Crospy. You are asking with specific reference to the company 
I represent ? 

Senator Toys. I mean the American investors ? 

Mr. Crossy. These companies, all of them are enterprises which were 
incorporated or have succeeded to American companies which incor- 
porated and set up business in Cuba more than 30 years ago, some of 
them almost 50 years ago. 

The Cuatmrman. Now, tell us what are the functions of your council 
with respect to legislation in this country and to administrative 
policies, administering the Sugar Act? 

Mr. Crossy. The functions of the council with respect to sugar 
legislation in this country are to present to the best of its ability the 
facts and arguments in defense of the share of Cuban sugar in the 
American market under previous legislation and under proposed 
legislation. 

The Cuatrman. In other words, the success of the enterprise which 
you own and the other members of the council own and operate depend 
to some extent or to a great extent on the Cuban sugar quota in this 
country ¢ 

Mr. Crossy. I would say, Senator, it depends to the greatest extent 
upon that. The American market for Cuban sugar is the foundation 
of Cuba’s economy and the production of sugar by Cuban mills is 
allocated by the Government by an internal system of quotas so that 
each mill has the same proportion of its production available for export 
to the United States. 

So that we are all necessarily interested in an equal percentage in the 
American market, whether our ownership is American or Cuban. 

The Cuatrman. Then you have a vital interest in this legislation ? 

Mr. Crospy. An extremely vital interest ; yes. 

The Cuairman. And alsoin its administration ? 

Mr. Crossy. That is correct, and you asked with respect to 
administration. 

I understood that to mean apart from the pendency or not of 
legislation. And in the matter of administration we are interested 
every year in the proceedings for the determination by the Secretary of 
Agriculture of the annual consumption estimate and in any regula- 
tions that may be proposed, or which may be issued by the Department 
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of Agriculture with sages to the importation of Sugar within the 
terms and limitations of the Sugar Act and with respect to matters 
such as definitions which Mr. Myers referred to in his testimony. 

We are interested also in those matters. 

Senator Tuye. Mr. Chairman, there is just one question that I have 
in mind, and that is how many acres of land actually is involved in 
this operation that you are interested in or that you represent! 

Mr. Crossy. Senator, [ can only give it to you as to the company 
which I represent. In that company the total land holdings repre- 
sent about 400,000 acres. 
guess on the basis of the fact that the total association accounts for 
~ Senator Ture. In the association which you represent ¢ 

Mr. Crossy. For the whole association I could only make a very 
rough guess on the basis of the fact that the total association accounts 
for about 40 percent, as I said, of Cuban production. 

The company that I represent accounts for perhaps between 11 and 
12 percent of the Cuban production. 

So if you multiply the 400,000 by the appropriate factor of 12 to 40, 
you have an approximate figure, but it would be a guess because the 
amount of ownership of land in Cuba by different companies varies 
very widely. 

Senator Tuyr. What is your average yield per acre in tonnage ? 

Mr. Crossy. In tonnage of cane? 

Senator Tre. Yes. 

Mr. Crossy. Very low, Senator, compared with many areas. There 
you have me in difficulty because we figure those things in Spanish units 
of weight and we figure that the average production of sugarcane in 
Cuba per caballeria, which is 33 acres, is about forty-five to fifty 
thousand arrobas and an arroba is 25 Spanish pounds, which is 
equivalent to about 26 American pounds. 

I regret that I don’t have those figures at my tongue’s end in 
terms of acres and American tons. 

Senator Ture. You have me in a great state of confusion. I yield 
to the Chairman. 

Mr. Crossy. You can figure roughly in the arrobas that you have 
80 arrobas to an American short ton. 

Senator Purreix. If you have 600,000 acres and you have 400,000 
tons, it is not very hard to figure out, is it? Are these 600,000 
production acres ? 

_Mr. Crossy. No, sir. I want to explain what that land ownership 
signifies. 

A great part of that number of acres that my company represents 
are not good for cane growing and another thing, under the laws 
of Cuba in the case of our company where atabtiahiie all of our cane 
is supplied by farmers, those who happen to be tenants on our land 
are irremovable tenants. They have what we call in Cuba a right of 
permanency. As long as they produce on the land which they hold 
from us under lease, their appropriate quota of cane production under 
the Cuban sugar control system, they cannot be evicted. 

_ Senator Purrerz. I was trying to find an easier path to this ques- 
tion, but I find I am not. 

How much of that 600,000 acres is productive as of the year you 
produced 400,000 tons? Six hundred thousand tons on 400,000 acres? 
How much of that was productive acres ? | 
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Mr. Crossy. I haven’t the figures with me, but it is about half. 
About half of the sugar tonnage would have been produced on land 
owned by the companies, but not operationally controlled by them. 

Senator Purrett. If you produce 600,000 on 200,000 acres, am I 
wrong in drawing the conclusion that you are getting 3 tons per acre! 

Mr. Crossy. That sounds correct to me, sir, of sugar. _ 

The Cuatmrman. Let us get back to the operations in this country. 
You are interested in the administration of the law? 

Mr. Crossy. Yes, sir. 

The Cuatrman. Now, what activities does your council or repre- 
sentatives of your council engage in with respect to legislation and 
to the administration of the law in this country ? 

Mr. Crossy. Well with respect to legislation, Mr. Davis as our chief 
legal officer in Washington, was expected to, and to my belief did, 
make a personal contact with a considerable number of Senators and 
Representatives while the recent sugar legislation was pending in 1955 
and 1956. It was his duty to make those contacts and to inform the 
persons whom he called upon, visited, of the facts and problems from 
the point of view of the United States Cuban Sugar Council. 

In that connection he would prepare sonhbrante or briefs or send 
them occasional letters and visit them personally and expound his 
views. 

I would estimate in his unavoidable absence that in the course of 
the pendency of legislation he must have established personal contact 
with 40 to 50 representatives, including the members of the Committee 
on Agriculture of the House, and I would think at least 20 Members 
of the Senate, including most if not all of the members of the Finance 
Committee who were handling legislation. 

The Cuatrman. Was he registered under the Lobbying Act? 

Mr. Crossy. Yes, sir. 

In addition to himself during this period of legislation, he had as- 
sistant counsel who were hired temporarily for the period of what I 
might say was the emergency. He had three lawyers of that type. 

The CHatrmMan. Were they registered under the act? 

Mr. Crossy. Yes, sir. 

The CuHartrman. All of them registered ? 

Mr. Crossy. Yes, sir. 

The Cuarrman. All reported? 

Mr. Crossy. Yes, sir. 

The Cuatrman. In compliance with the act? 

Mr. Crossy. That is my belief, sir. 

The Cuatrman. That is your belief. I am sure the staff has the 
information. 

Mr. Fay. That is right, we have the information. 

The Cuamrman. The staff advises that is correct. 

Other than the personal contact you spoke of, how did they go about 
presenting their case? 

Mr. Crossy. I am not sure that I fully understand the question, 
Senator. 

The Cuarrman. What other activities do they pursue in an effort 
to get the results desired by the council ? 

Mr. Crossy. If I may preface my answer with a few observations, 
we were confronted in this period of 1955 to 1956 with an extremely 
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grave issue for our industry and an issue upon which we felt, rightly 
or wrongly, that not only the American public were not informed, but 
the Congress had not yet been informed and we felt it was our duty 
to do everything appropriate within the law to bring information to 
the Congress, not only as to the vital effect upon Cuba of any Ameri- 
can sugar legislation and particularly that which was threatened, but 
also its effect upon American export trade to Cuba. 

We felt that was an entirely appropriate angle, export trade, not 
only because of its importance, but because promotion of the export 
trade is one of the stated purposes of the sugar legislation. 

And in that connection f come to an activity along that line. 

Late in 1954, and early in 1955, we started studies to try to get spe- 
cifie statistics and idetnifiable data as to American exports to Cuba, 
We employed specialists, people who were accustomed to make surveys 
of that kind, to make a list for us of exports. 

Then when we were about halfway through that, the industry asso- 
ciations in Cuba, the Mill Owners Association, which includes all 
Cuban sugar mills, and the Cane Farmers Association, which includes 
all cane farmers, n to take an active interest in this legislation 
facing Cuba and they were able to furnish us with a study compiled 
by IBM methods of all of the American exporters to Cuba which are 
on file in the Cuban customs during the most recent year. 

I suppose it was 1954. I don’t remember whether it was 1954 or 
1953, but the year is not important. And we used that list to send 
out a considerable number of letters to American exporters to Cuba, 
calling to their attention what we thought was a legitimate point of 
fact that American sugar legislation which would aden the exporta- 
tion of Cuban sugar to the United States would threaten to reduce 
their exports of American goods to Cuba. 

The Cuarrman. That was a very effective appeal, I would assume. 

Mr. Crossy. Well, sir, we sent out, over the signature of Mr. Sher- 
lock Davis, between 35,000 and 40,000 of such letters. They were 
1-page letters and I have a copy here if you are interested in the text. 

The Cuarrman. I think the committee has a copy. 

Mr. Crossy. And in substance our appeal to them was this: “We feel 
that this threatens your exports in the future to Cuba and if you are 
interested we urge you to communicate your views to Senators or 
Congressmen or the State or Agriculture Departments,” I believe. 

The Cuatrman. What did you term that activity, an educational 
ae ? 

Mr. Crossy. A campaign to educate Congress, if I may presume 
to say so. 

7 The Cuarrman. I think Congress can stand a little education at 
imes. 

Mr. Crossy. On the extent of the interest of exporters in this prob- 
lem and we asked them to be kind enough to oniions copies of letters 
that they did send. We did receive copies of about a thousand replies 
or letters sent to Congress or departments of the Government pursuant 
to that move on their part. 

Senator Ture. Did you also get copies of the reply of the Congress- 
man to that exporter ? | 

Mr. Crossy. We did not ask the exporters to send us a copy of any 
such replies, Senator, and I don’t know that we received any. 
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Senator Tur. While I am asking the questions, are you operating 
as a company in any other country than Cuba? 

Mr. Crossy. My company is not, sir; only in Cuba. 

And of our membership in the council, I think there is only one 
American company which operates or has been operating outside of 
Cuba. One of them had some mills in the Dominican Republic, but 
the newspapers of yesterday announced that those mills are being 
sold by that company. 

Senator Ture. Have you any options or any intended expansion 
into new countries ? 

Mr. Crossy. In my company, no, sir. 

Senator Ture. Nor any in the association with which you are 
associated ? 

Mr. Crossy. So far as I know, not. 

Senator Ture. That is all. 

The Cuarrman. Allright. That was one activity besides personally 
contacting Members of Congress. Can you give us some others? 

Mr. Crossy. In addition to those letters to exporters, we sent out 
a smaller number of letters to other groups. That letter to exporters, 
I should say, was sent out early in April in 1955 and about 2 or 3 weeks 
later we sent out about 500 letters of a similar nature to mayors of 
different cities in the United States. 

We, shortly thereafter, sent out a short letter to New England man- 
ufactureres. About 5,000 copies of that were mailed out. I have 
these here. 

In May or June of 1955 we sent a page and a half memorandum to 
every Member of the Senate and every Member of the House of 
Representatives. 

& ve that covers the general circularization or mail that we 
issued. 

The Cuarrman. How much did your council spend last year? 

Mr. Crossy. In 1955, sir? 

The Carman. In 1955 for legislative—in the category of legis- 
lative activities or lobbying? 

Mr. Crossy. We spent in the year 1955, according to the auditor’s 
statement, which I have here, a total of $191,073.32. We reported 
in our reports under the Lobbying Act a total of $99,257.70 for the 
year 1955. In that figure we included all sums paid to lawyers or 
public relations counsel who were not on our regular salaried staff. 

We included all money expended for printing or duplication of 
material mailed out by us in connection with the pending legislation. 

When we came to our staff salaries, Mr. Davis’ compensation, Dr. 
Ballinger’s compensation, and our subordinate personnel, and our 
rent and our overhead, we had to adopt some more or less arbitrary 
figure because it was very difficult to say how much of each of those 
items was directly related to lobbying. 

We finally—Dr. Ballinger was the man who made the calculations— 
arrived at a figure of 25 percent of those expenditures, except in the 
case of Mr. Davis’ salary, after the first report in which he used the 
25 percent he raised the figure to 50 percent. 

The Cnarrman. Fifty percent of his time 

Mr. Crospy. During the pendency of the legislation he assumed 
might have been construed to be directly lobbying. 
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The Cuarrman. How much of that money was expended for the 
entertainment of Congressmen and Senators 

Mr. Crossy. I personally don’t know of any. I never entertained 
anv of them and I don’t know of any money that was spent 

The CHamrMaN. How much of it was expended on gifts to Members 
of Congress? 

Mr. Crossy. I never heard of any. 

The Cuamman. Or to members of the staff ? 

Tne CHamrman. Or to the committee member staff ¢ | 

Mr. Crospy. None. I would like to say, if I may, Senator, further, 
with respect to our reporting for lobbying purposes, we felt, par- 
ticularly as we represented interests located abroad, that we should 
jean over backward in reporting our expenditures. 

In other words, we should interpret the act broadly a 
selves and if there was any doubt, to err on the side of in 
expenditure rather than excluding it. 

While it is a small item I might cite one case. 

During this period we had on retainer a public relations counsel 
firm in New York who had been retained by the council on an annual 
retainer since 1946. As it happened, after the establishment of our 
——— office we did not actually request their services in any 
way. We had them ona standby retainer. They did nothing what- 


ot our- 
cluding the 


ever for us during this period of 1954-55-56. 

But we always included their retainer of $6,000 a year in the 
reports we filed under the Lobbying Act. 

The Coarrman. What were your expenditures in this category dur- 
ing 1954% You gave them to us for 1955. 


fr. Crospy. I have the figure we reported. In 1954 we reported 
$34,532.69 under the Lobbying Act for that year. Our total ex- 
penditures for the year 1954 were $118,560.80. 

The Cuarrman. What have you expended in 1956 up to now? 

Mr. Crossy. $154,000 up to November 30, of which we have reported 
$61,022.11 in the first 2 quarters and nothing in the 3d quarter. 

The CHarrman. You reported nothing in the 3d quarter or you 
haven’t filed your report? 

Mr. Crosspy. We filed a report which said none. There is no legis- 
lation pending in the 3d quarter. 

The Cuarrman. Your expenditures in this area fluctuate, they go 
up and down, depending upon the pendency of legislation in which 
you are interested ? 

Mr. Crossy. Yes, sir; with this basic figure in mind that to maintain 
our office and our staff and what I would say routine matters, we are 
expending between ten and twelve thousand dollars a month. 

he CHamrman. Are ther any further questions, Counsel? 
Mr. Fay. Yes, Mr. Chairman. 


Mr. Stavisky, you registered under the act as an agent of the 
council ? 


Mr. Stavisxy. Yes. 

Mr. Fay. For any other interest ? 

Mr. Sravisxy. Yes, I also registered for the other Cuban sugar 
groups. 


Mr. Fay. Meaning what, meaning the other members of this 
council ? 
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Mr. Sravisxy. No, for the National Cuban Sugar Mill Owners 
Association and for the Cuban Sugar Cane Growers Association. 

Mr. Fay. You had a separate and distinct function for them than 
what you had for the United States Cuban Sugar Council? 

Mr. Sravisxy. I had roughly the same functions in the public rela- 
tions firm. Since I worked for the three groups I in effect coordinated 
the public relations activities. 

Mr. Fay. Will you describe what your activities were with respect 
to your association with the council or your employment by the 
council ? 

Mr. Sravisxy. My activities called for the gathering of information, 
analyzing it, getting information out of the press, and to the other 
news media, making contacts with the press and generally helping 
in the preparation of memoranda, of letters, of briefs, and also gen- 
erally giving advice and counsel public relationswise on any steps 
that we were about to take. 

Mr. Fay. Then were you in on the policy formation or the deter- 
mination to conduct the grassroots campaign, if I might refer to it 
that way, among the exporters of the United States to Cuba ? 

Mr. Sravisxy. Yes, [ was called on to give advice and I did so. 

Mr. Fay. Now, with respect to your activities, Mr. Crosby and Mr. 
Stavisky, it has been usual for the committee to ask particularly 
whether or not you have made any campaign contributions to any 
members of the House or Senate in either the year 1954, 1955, or 1956, 
as an individual or as a counsellor in any representative capacity ¢ 

Mr. Crospy. First, may I say that in 1955 and 1956 while the 
legislation was pending I made no such contributions. 

The Cuatrman. Did the council make any contributions? 

Mr. Crospy. No, sir; the council never made any contributions to 
anybody. 

In the year 1956 I made a contribution in the month of October, 
if I recall correctly the date, to the Democratic Senatorial campaign 
committee. 

The CuHamman. Well, you used good judgment. 

Mr. Crossy. Thank you; I think so, Senator. 

Senator Ture. May I ask a question at that point ? 

Just why did you select the one political organization and not the 
two of them ? 

Mr. Crossy. Because I am a Democrat, Senator. 

Senator Tyr. You had members which were up for reelection in 
both political groups. 

Mr. Crossy. I have been a Democrat for a great many years, Senator. 
During that period I have never contributed to the Republican Party 
or any of its candidates. 

Senator Tuyr. Were you contributing your own personal funds?! 

Mr. Crossy. Absolutely, my own personal check. 

Senator Tuyr. You say that positively. 

Mr. Crossy. Yes, sir. 

Senator Txrrr. Then from where do you get your resources that 
permits you to be so generous with your political contribution? 

Mr. Crossy. I get those from the salary which I receive and divi- 
dends on the few stocks that I own. 

Senator Ture. Then, of course, it is a matter of public information. 
How much did you contribute ? 
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Mr. Crossy. I contributed a thousand dollars to the Democratic 
Senatorial Campaign Committee in the month of October 1956. — 

Senator Tuys. And you have sufficient funds so that in a campaign 
year you can make such contributions and you are not owner in the 
operation of that sugar company ¢ 

Mr. Crossy. I have 25,000 shares of stock in that company, Senator, 
which on the market today is worth about $500,000. 

Senator Ture. So that you derive your revenue not only from 
the sale of that sugar to the United States based on what is the 
tonnage of sugar permissible into the United States, but you also 
have a salary as an association member ? 

Mr. Crospy. A salary as an officer of that company. 

Senator Ture. You also have an income to represent them as the 
head of the council? 

Mr. Crossy. No. I differ with you as to the last. 

Senator Tuye. I am seeking information. How do you happen to 
be here ¢ 

Mr. Crossy. I am here as chairman of the United States Cuban 
Sugar Council, which is a voluntary honorary job for which nobody 
has ever been compensated. 

I had to take the job in 1954 because the then chairman resigned 
and the members asked me to do it. I felt it was a matter of public 
duty to that group. 

Senator Ture. You do not have any one paying your expenses of 
coming from Cuba to the States and from the States back down to 
Cuba in the interest of business ¢ 

Mr. Crossy. I have always tried to combine my trips to the States 
from Cuba in this connection with matters of company business in 
New York so that I have never charged to the council anything except 
for my expenses to Washington and back. 

Senator Ture. But your contribution was because of your political 
convictions and not because of what you anticipated might be the 
benefits to your company ¢ 

Mr. Crossy. Absolutely, yes, Senator. I say that without qualifi- 
cation, 

Senator Ture. Was there anyone on the other side affiliated with 
your company who made political contributions to the other party ? 

Mr. Crossy. Nobody that I know of in the Cuban Atlantic Sugar 
Co., but I suspect some members of the council were Republicans. 

Senator Tuygz. Were they as generous as you? Do you have any 
knowledge that they were as generous as you? 

Mr. Crossy. I think they could afford to be more generous. 

Senator Taye. But you have no knowledge that they were? 

Mr. Crossy. No, sir; I do not know what, if anything, they did, 
but I have my suspicions they did something. 

Senator Trye. f just wondered why the Democratic Party was 


held in such high esteem in the eyes of this witness. 

The Carman. Let me help you out a moment. 

Who was your predecessor ? 

Mr. Crospy. Mr. David M. Keiser, the chairman of the Cuban 
American Sugar Co. 

The Cuamman. Then I can hand my colleague here a little docu- 
ment that will assist him in respect to this problem. 








1112 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


Senator Purrety. You had a mighty fine predecessor, I tell you 
that. 

Senator Ture. I think the man showed great wisdom. 

Senator Purre... You maintain residence where ? 

Mr. Crospy. In Habana, Cuba. 

Senator Purrert. You retain, of course, your American citizen- 
ship ? 

Mr. Crospy. Yes. 

Senator Purreti. You have another residence here? 

Mr. Crossy. No, sir. 

Senator Purrett. You do not? 

Mr. Crossy. I do not now. I was a resident in New York until 
1946. But my first connection with Cuba dates way back to early 
1920’s. I was a resident there for a while then. 

Since 1946 I am a resident of Cuba. 

The Cuarrman. Are there any other questions? 

Mr. Fay. No further questions. 

The Cuarrman. Are there any further questions? 

Senator Purrety. No. 

The Cuatrman. Gentlemen, do either of you have any suggestions 
or comments about the way the Lobbying Act is operating? 

Mr. Crossy. Mr. Chairman, it might be presumptuous for us to 
make any observations of a sweeping nature, but our principal diffi- 
culty has been to be sure of the scope and extent to which the act 
applied to our activities. 

he CHarrMAn. Since you have undertaken to comply with it, 
you and the representatives of your council—this question may be 
addressed to all of you—since you have undertaken to comply with 
it, are you sure you have complied with it? Are you sure you are 
able to interpret it and know exactly what it means and what it re- 
quires and have you been able to get legal advice regarding that upon 
which you feel you can completely rely ¢ 

Mr. Crossy. Not of a definite nature; no, Sir. We feel that it 
clearly applies to what I would call direct lobbying, I mean direct 
contact by our representatives with any Member of Congress. 

And we feel also it applies to such things as the grassroots cam- 
paign which counsel has referred to in that term. 

The CHatrman. In other words, an educational campaign ? 

Mr. Crospy. Yes; but I do feel, frankly, that we have overreported 
on our expenditures. 

The Cuarrman. You have what? 

Mr. Crospy. We have overreported on our expenditures and we 
don’t deserve what honor or notoriety there is in reporting so much 
money as having been spent for lobbying purposes. 

If that is an honor, we don’t deserve it. If that is not an honor 
we don’t deserve it, either. 

The Cuarrman. You have been extra cautious in making sure, you 
have tried to fully comply ? 

Mr. Crospy. Yes. And may I add that we are also subject to reg- 
istration under the Foreign Agents Registration Act under the juris- 
diction of the Department of Justice to which we make semiannual 
reports in which are reported all our expenditures whether for lobby- 
ing or not, and with which we file with the Department of Justice 
copies of every publication or circular that we send out. 








CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1113 


Senator Ture. I am not as sympathetic right now as I was when 
they were pleading for the quota, the Cuban quota, on sugar at the 
time the hearings were being conducted. 

The pleading at that time was on the basis that Cuba’s economy 
needed it so badly, and that it was going to be a blow to our relations 
with Cuba if Cuba did not get an increase in the tonnage of sugar 
that would be permissible because I am fearful that the corporation 
was getting some of the benefits rather than the little individual in 
Cuba. 

Am I right or wrong in my understanding as the testimony here 
has developed it this afternoon ? 

Mr. Crossy. So far, Senator, as to the question of distribution of 
the gross income received by the exportation of sugar from Cuba, so 
far as that question goes, the Cuban Government and not our soepers- 
tion determines how much the farmer receives and how much labor 
receives. 

We are an extremely highly regulated industry in a nation whose 
social laws are extremely abeemni ‘ 

Sometimes to dramatize that situation I have told the board of 
directors of our company that about the only thing within their power 
to regulate was their own fees and my salary. 

Senator Ture. Then may I :nake further inquiry? 

What was the effect of making your stock values and your business 
enterprise a more profitable one on the quotations today compared to 
what it was a year ago? 

Mr. Crossy. I am very glad, Senator, you asked me that question. 

When we made our presentation before the House committee in 
June 1955 and before the Senate committee in January 1956, the 
sugar picture in this market and in the world was very different from 
what it is today. 

Senator Tuyr. Why? 

Mr. Crossy. In 1955 there was a very heavy surplus in Cuba. At 
the end of the year 1954 the carryover stock in Cuba was 2 million short 
tons of sugar for which there was no market in addition to that we 
were going to produce in the year 1955. 

The production for that year, 1955, was restricted by the Cuban 
Government to 4 million, 4,400,000 Spanish long tons, of which 350,- 
000 Spanish long tons was set aside by law ie marketed in 1958. 

In other words, in order to make 4,400,000 tons of sugar when we 
had cane enough in the field to make 7 million long tons of sugar, we 
had to set aside 350,000 tons for marketing 4 years later. 

Senator Ture. What has improved the situation ? 

Mr. Crospy. Now, may I continue, sir? 

That situation still seemed to threaten us in 1956, in January when 
I appeared before the Senate Finance Committee. Our surplus stock 
in Cuba at the end of the calendar year 1955 was 134 million short 
tons which still had not found a market. 

In the year 1956 extraordinary things happened. In the first place 
we have had a very serious drought in a great part of Cuba, reducing 
the excessive stock of cane which we had been carrying since 1952 
either in the form of surplus sugar in the bag, or cane in the fields. 

_ Those stocks have laregly disappeared. The large market demands 
in the world market, soemnethediy to a large extent, have reduced the 
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Cuban surplus to less than a million short tons of sugar at December 
31, 1956, which is what I would call a normal carryover. 

And the price in the world market of Cuban sugar in the last 2 
months has risen from 314 cents a pound to 434 to 5 cents a pound 
because the world has awakened to the fact for the next 12 months 
there is no world surplus of sugar. 

Senator Tre. Then did your company and the council with which 
you were aflilisted enjoy increased earnings or is this a psychological 
effect upon the company’s stock ¢ 

Mr. Crospy. Our earnings for the year, for our fiscal year ended 
September 30, 1956, will be published in the newspaper tomorrow. I 
don’t mind saying what the figure is. It is $3,300,000. 

A year ago they were $3,087,000. 

Our crop of 1956 was approximately 5 percent larger than our crop 
of 1955 under the Cuban restrictions. 

Senator Ture. Then your drought could not have been a factor. 

Mr. Crossy. I was just going to tell you—— 

Senator Ture. I am trying now to inform myself. 

Mr. Crossy. I wanted to bring out that this improved statistical 
situation of sugar and the improvement in the world market where 
Cuba had to sell half of its production has come since the close of 
our fiscal year. 

Senator Ture. But the drought apparently had nothing to do with 
your income as a company. The drought could not have materially 
reduced your crop ? 

Now, if I have ever suffered a drought it has had a material effect 
upon my income for that year. The drought in this case apparently 
had no effect upon your income, it made your income just as high. 

That is what I am trying to get clear. 

Mr. Crossy. May I say, sir, if it had not been for our drought in 
Cuba our earnings would have been $500,000 higher, net, after taxes. 

Senator Ture. Then how could it have been that much higher, this 
year over last year? Was it before you had a greater quota, you had a 

tter opportunity of disposing of your productions, or what is it! 

Mr. Crossy. It is because of larger volume of sales and the reduc- 
tion of surplus I mentioned. 

Senator Ture. And that larger volume of sales, was that based 
upon the accomplishment of legislation in the United States Congress, 
or was it upon other markets other than the United States? 

Mr. Crossy. Upon markets other than the United States, the world 
market. 

Senator Tyr. Then where do you enjoy an increase in your mar- 
keting? In what countries, for instance ? 

Mr. Crossy. The principal importing countries of Europe, the 
Middle East, Russia buys a little. 

Sentitor Ture. What other countries that are outside of this sugar 
quota ¢ 

Mr. Crossy. Of course, I should have mentioned in answer to your 
question that the United States quota this year has been increased by 
the action of the Department of Agriculture considerably above what 
it was in the preceding year, 1955. 

Senator Ture. Because of legislation that was enacted ? 

Mr. Crossy. No. Our statutory position was reduced by the legis- 
lation, but the Department in administering the quota has estimated 
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the consumption at so high a figure that our percentage of the in- 
crease in consumption has lifted our tonnage to a higher figure, the 
highest in several years in the United States market. 

Senator Ture. But you did not enjov an increase in any other 
countries; it was the increase in the United States? 

Mr. Crospy. Yes. Our exports to Japan increased this year. Up 
to November 15, over half a million Spanish long tons of sugar went 
to Japan. 

Exports to Germany and England have increased over the preced- 
ing year. 

In almost every country right through the list our exports have 
increased, 

Senator Tuy. Was that because of an increased consumption or 
was that because of an international situation accompanied by your 
very able and persuasive personal contacts with the officials of those 
countries ¢ 

Mr. Crospy. None of it was due to me, sir. It was due to the eco- 
nomie conditions and demand in Europe and Asia for sugar. 

There is an international sugar agreement and the total sales—I 
don’t remember the exact figure, but the total tonnage, export ton- 
nages, allowed under the international sugar agreement in 1956 are 
higher than in any year since the agreement went into operation in 
January 1954. 

There has been a bigger demand in the world market for sugar 
and it is that largely which has cleaned out our excessive stocks, 

Senator Ture. That is all. 

Senator Purrern. Mr. Crosby, you are a lawyer and obviously a 


very rood one. You have informed us, because of the way the law 
was written you found it necessary to report items that you yourself 
were not sure and did not feel yourself were not properly reportable. 
That would indicate there is a whale of a gray area in this whole law. 
Are there any suggestions on how you think that could be remedied ? 

That apeereny is because you found it difficult to determine 


exactly where the line was drawn, what was black and what was 
white. You have testified that you found it difficult to determine 
what should or should not within the meaning of the law be reported. 

Therefore, there must be a substantial gray area where people can 
wander about and somebody says this ought to be reported, and 
somebody says this ought not to be as I interpret the law. 

Mr. Crossy. That is certainly true. 

Senator PurTELL, Have you any recommendations as to how that 
might be corrected ? 

Mr. Crossy. I haven’t any recommendations on the redrafting of 
the Lobbying Act. I think probably it is presumptuous of me to 
make them. But the interpretation of the act in the Supreme Court 
decision in the Harris case, I think it is called, did clarify the matter 
very substantially. 

As I recall, that case practically limited it to what we call direct 
action, direct contact, or activity with Members of Congress and not 
indirect activity. 

I ~ if one proceeds along that line he can come to a pretty fair 
result, 


But the language of the statute is difficult to understand. 
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Senator Purrett. Well, it would appear so and you yourself testi. 
fied that you put items in there as items of expense for lobbying because 
you were uncertain as to whether they belonged there or not. 

Mr. Crossy. And we resolved every doubt against ourselves to be on 
the safe side. 

Senator Purretxi. I do not want to belabor the point. That would 
indicate that there is doubt in your mind as to what is the safe side 
so you go overboard. 

Mr. Crossy. That is correct. 

Senator Purrett. Have you any recommendations as to how that 
law could be changed ? 

Mr. Crossy. I don’t think so. 

Senator, I haven’t even given it careful thought. 

~% CuarrMan. If there are no further questions, we thank you very 
much. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

(Thereupon, at 5 p. m., the subcommittee was recessed, to reconvene 
at 10a.m., Thursday, December 13, 1956.) 
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Unirep States SENATE, 
Srecrat Comittee To lNvesricaTEe 
Potrrican Activities, Loppyine, 
AND CAMPAGN CONTRIBUTIONS, 
Washington, D.C. 

The special committee met at 10 a. m., pursuant to Senate Resolu- 
tion 219, 84th Congress, agreed to February 22, 1956, in room 357 of 
the Senate Office Building, Senator John L. McClellan (chairman) 

residing. 
Present: Senators McClellan, Gore, Thye, Purtell, and Goldwater. 

Also present: George Morris Fay, chief counsel; John J. McGovern, 
associate counsel; Paul E. Kamerick, chief investigator; Abraham K. 
Weber, assistant counsel; John P. Burke, assistant counsel, and 
Vivien I. McConnell, chief clerk. 

The Cuarrman. The committee will be in order. 

(Members of the committee present at the opening of the hearing 
were Senators McClellan, Thye, and Goldwater. ) 

The Cuatrman. The first witness this morning is Mr. George W. 
Ball. Will you come around Mr. Ball, please ! 

Mr. Bauu. If agreeable with the committee, I would like to have my 
colleague, Mr. Lamberton sitting here. He does not have to be sworn. 

The Cuarrman. Allright. Is he going to testify ¢ 

Mr. Batu. No. 

The CHarrmMan. Do you solemnly swear that the evidence you shall 
give before this Senate special committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Bau. Ido. 


TESTIMONY OF GEORGE W. BALL, OF THE LAW FIRM OF CLEARY, 
GOTTLIEB, FRIENDLY & BALL, NEW YORK CITY 


The Cuarrman. Mr. Ball, will you State your name and place of 
residence and your business or occupation for the record, please, sir ? 
_Mr. Batt. My name is George W. Ball. I am a resident of the 
District of Columbia. I am a member of the law firm of Cleary, 
Gottlieb, Friendly & Ball, which is a New York partnership, with 
offices at 52 Wall Street, New York, and the Southern Building in 
Washington, D. C., and in Paris, France. 

The CHatrman. You understand the rules of the committee of 
course. You are entitled to counsel if you desire. 

Mr. Batu. I waive that privilege. 


84131—57——_33 
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The Cuatrman. You have said you have someone with you that 
you may like to consult with. If he does not testify, will you identify 
yourself for the record, please? 

Mr. Lamperton. James W. Lamberton, a lawyer, in the same firm 
as Mr. Ball. 

The Cuarrman. You are an associate of Mr. Ball? 

Mr. Lamberton. Yes. 

The Cuairman. I do not know that any questions will be asked you, 
and of course then you would have to be sworn, of course. 

Do you have a prepared statement, Mr. Ball ¢ 

Mr. Bau. I do not have a prepared statement, Mr. Chairman. If 
you like, I can briefly give you the background of our representation 
of the interests for whom we appear here this morning, and how we 
happen to get into this and what we have done. 

‘The CHarrMAN. You may make a preliminary statement. 

Mr. Batu. In October of, 1954, my firm was asked to consult with 
representatives of the Cuban sugar mill owners and the Cuban cane 
growers, representing, I believe, the totality of the Cuban sugar 
industry, so far as the production of sugar is concerned. 

I went to Habana with some of my colleagues, and we were asked at 
that time to study the problems shi confronted the Cuban sugar 
industry so far as their future position in the United States market 
was concerned. 

At that time there was a possibility of a legislative contest in the 
forthcoming session of Congress, although it was by no means a cer- 
tainty. The Sugar Act of 1951 was still in effect, and did not expire 
by its terms until December 31, 1956, but there had been suggestions 


that some of the interests affected, particularly the domestic industry, 
might ask for a congressional review of the legislation, and the Cuban 
sugar industry was looking toward not only that possibility but toward 
the longer future. 

They had been in the pees where prior to 1930, for 30 or more 


years, they had supplied about 50 percent of the American market, 
and following the Smoot-Hawley tariff, and American legislative 
action, they had found themselves over a period of time reduced to a 
very much smaller proportion of the market. 

In 1954, they were able, under the terms of the then effective legisla- 
tion, to supply about-33 or 34 percent of the market. They were look- 
ing toward the possibility that over the long pull, with the increasing 
production in the United States and in other foreign countries, they 
might find themselves hard pressed to maintain even that quota under 
American legislation. 

They were therefore hopeful of building up some machinery which 
would enable them to protect their interests in the United States 
market, and they asked us to undertake a study of what might be done 
along that line. 

Now, the situation of Cuba was that since they were the largest pro- 
ducer, they found themselves always in the event of a legislative con- 
test threatened with being the one supplier which had to give up a 
share of the quota to be distributed among other interests. This made 
it all the more imperative that they find some way of developing 
machinery whereby their interests could be adequately looked after. 

We made an analysis of the position of the industry, again looking 
not merely toward the contest in 1955, but toward the longer future. 
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We recognized the fact that we were facing a peculiar situation in, 
that the inetrests we were representing were not United States na- 
tionals, even though as Mr. Crosby testified yesterday, 40 percent of 
the producers in Cuba represent American capital. , : 

We recognized that it is the duty of every Member of Congress, 
primarily to look toward protection of the American national interests 
and the protection of American citizens, and that the fate of the Cuban! 
sugar industry was important to Members of Congress primarily 
so far as it affected the American national interest and not the question 
of Cuban interests. 

The Cuarrman. I understand, Mr. Ball, that your firm represented 
the entire Cuban industry, both American nationals and Cuban 
nationals, 

Mr. Bax. That is right. 

The Cuamman. The whole industry, in other words, so far as 
Cuba was concerned / 

Mr. Batu. That is right. I wanted to make this preliminary point, 
for this reason: I want to explain the problem which confronted ug 
in trying to find ways and means whereby the Cubans could protect 
their position. I wanted to say for the record and for this committee, 
that we recognized fully that the interests of Congress would be the 
protection of the American national interest. If we had not, after 
investigation of this situation, come to the conclusion that in our 
judgment the protection of the Cuban position in the United States 
market was in the national interest of the United States, we would 
not have undertaken this representation. 

The Cuarrman. Why did you so conclude, just briefly ? 

Mr. Batu. We concluded, sir, after a vary careful economic inves- 
tigation; we reached the conclusion that the maintenance of an ade- 
quate sugar quota for Cuba, was desirable in the interests of the Amer- 
ican taxpayer, the American consumer, and the great body of American 
industrialists and agriculturalists who sold their produce in Cuba, 
and that it was in the economic best interests of the United States. 

The CHatrman. In other words, the quota for Cuba should be 
maintained in order to also maintain the trade, the exports from the 
United States to Cuba ? 

Mr. Batt. That was one of the principal reasons, yes, and also 
because it is beneficial to the American taxpayer and it is beneficial to 
the American consumer. 


The Cuarrman. How would it be beneficial to the American tax-, 
payer ¢ 

Mr. Bau. It would be beneficial to the American taxpayer in this 
sense, that every 100 pounds of sugar which is produced by the domestic 
industry and which displaces 100 pounds which is imported from 
Cuba costs the American taxpayer $1.17. 

The Cuairman. More? 

Mr. Bat. More, yes. 

lhe Cuarrman. The price of domestic sugar is more ? 

Mr. Bau. No, I am speaking now not in terms of the consumer as 
such, but of the taxpayer as such. 

The Cuarrman. All right. 

Mr. Bai. The reason for this is that Cuban sugar bears a tariff 
of 50 cents a hundred pounds. In addition, the Cuban sugar grower 
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for growing that hundred pounds of sugar, does not receive a produc. 
tion payment which is a form of subsidy, which amounts on the average 
to 67 cents per 100 pounds. So that when you add the tariff, which 
the American Treasury receives from the importation of 100 pounds 
of sugar, and the fact that the Treasury is relieved from the necessity 
of paying 67 cents in subsidy, the addition of those, amounts to $1.17 
per hundred pounds. Both Cuban sugar and American sugar pay 
the same processing tax, so that we have simply eliminated those in 
the equation. 

The Cuatrman. Let me see if I follow you now. Ifa bag of sugar 
is imported from Cuba into the United States, the United States gets 
50 cents tax on that. 

Mr. Batu. Per 100 pounds, yes. 

The Cuarrman. What it saves it does not have to pay out, 67 cents’ 

Mr. Batu. That is right. 

“The Cuatrman. There is only 17 cents difference, is there not? 

_ Mr. Bauu. No, it receives this amount, and what it doesn’t have to 
pay, they are added together and not subtracted from one another. 
It receives 50 cents, and it is saved the necessity of paying 67 cents. 

The Cuarrman. In other words, the more it imports, each bag it 
imports it gets the 50 cents tax, and it is relieved from paying 67 cents! 

Mr. Bax. That is right. 

The Cratrman. So that it actually gains $1.17. 

Mr. Bau. That is right, sir. 

The Cuatrman. I see. 

Mr. Bau. Now in addition, one of the very important considerations 
-here was one to which you have adverted, Mr. Chairman, and that 


was the fact that the American producers have a wide variety of 
products, both agricultural and industrial, and find in Cuba one of 
their most important markets. I think it has been on the preg? of 


around the fifth or sixth market of the United States. Cuba buys 
close to half a billion dollars worth of goods a year, in a normal year. 
For example, it is normally the largest importer of American rice, 
which is of some interest to the people in your State, I believe, sir. 

The Cuatrman. Yes, we grow the best. 

Mr. Bax. It is the largest importer normally of American wheat 
flour, and of a great wide variety of other products. 

It usually has an adverse trade balance, that is, it buys more Ameri- 
can goods than it sells to the United States, but its ability to buy from 
American producers is directly related to its ability to sell sugar in 
the United States, because of the fact that 80 percent of its dollar 
earnings are derived from sugar sold in the United States itself. 

The CuarrmMan. We do not produce enough sugar for our own con- 
sumption in the United States? 

Mr. Batu. That is right. 

The CuarrMan. So therefore we must import. 

Mr. Bat.. We must import, yes, and the question is how much 
should be imported from Cuba in relation to how much should be 
. produced domestically or imported from other areas. 

The CuairmMan. We are limiting domestic production in order to 
afford the opportunity for Cuba and other countries to export; are 
we not? 

Mr. Batt. I do not believe it is for that reason, sir. 
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The CuHarrman. That is what actually happened, whether that is 
the reason or not. We are limiting our own production. 

Mr. Batu. We are limiting our own production, but let me, if I 
may, state what I understand the situation to be. When the 1934 act 
was passed there was a production payment given to American =. 
ducers, and the consideration for that was a limitation on produc- 
tion because President Roosevelt said at that time that he did not 
want to encourage beyond present levels the development of an 
“expensive” industry. I think the term used was a “necessarily 
expensive industry,” because of the fact that sugar can be grown 
more economically in offshore areas such as Cuba, than it can be 
crown in the United States. That is simply a fact of nature. 
~ The CHatrMAN. Should we discourage it to the extent of extinction ¢ 

Mr. Batu. We have never advocated that, Mr. Chairman, I think 
the problem is finding a balance. We took the position before this 
Congress on behalf of our clients that we thought Cuba was entitled 
to a larger share in the American market than it had been given, 
because of its historical position and because we felt that its historical 
position represented the best economic interests of the United States. 
The Congress determined after very extensive hearings that Cuba’s 
share in the future should be progressively, percentagewise, smaller 
than it had been in the past, by the difference between 34 percent, 
which was its then share of the market, and 29 of the future develop- 
ment of the market which was allowed under that legislation. But 
we have never advocated that we suppress the growing of sugar in 
the United States. I personally think it would be a very serious 
mistake, and I am sure it has never been in contemplation by anyone. 

The CHarrMaNn. I am trying to get it all, the full background. Now, 
you may continue. Do you have anything further? 

Mr. Batu. I simply wanted to say that the problem of Cuba was 
a problem of finding in the United States individuals and corpo- 
rations who were residents of the United States, whose areas were 
directly represented in the Congress, who could speak as American 
nationals, and whose economic interests were very closely identified 
with those of Cuba so that they had a stake in speaking for the preser- 
vation of an adequate quota for the Cuban mndastry. 

The Cuban industry, not being citizens of the United States, would 
find it difficult to make their views known as effectively. 

To do this we undertook a very elaborate, and I may say, quite 
expelisive investigation of the sources of supply for the Cuban mar- 
ket. That is the Americans who sold there. This is something that 
has never been done in this detail before, and it was done not with 
any specific legislative contest in mind but as a kind of permanent 
instrument, whereby Cuba would know what interests in the United 
States were identified with hers. It was done in the first instance 
by getting from the Cuban Government the consular invoices repre- 
senting the imports into Cuba, which ran into the hundreds of thou- 
sands, setting up a battery of people in Havana to punch those in- 
voices on to IBM cards, and coilating them and reducing them so 
that we could tell finally, and I have a copy of the book which was 
the product, exactly what each firm sold. This was done for the 
year 1953 in Cuba. 
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We can tell for your State, for example, sir, everyone in Arkansas 
who sold to Cuba in 1953, and what city his firm was in and how 
much he sold in that market. 

Having done this, we undertook a separate study because this 
list while it produced ‘the list of firms, produced them by the plant 
from which the shipment was made and did not produce them in 
terms of their home offices and did not yield the addresses of the 
home offices of the firms. So we undertook quite a separate study 
which was done by the use of the exports statistics of the Depart. 
ment of Commerce in the United States, showing exports to Cuba, 
and which related those to the commodity classifications which we 
had used in this earlier study. 

Then with the benefit of a huge compilation, which is called, Thomas’ 

Register of Manufacturers, which is a number of volumes, developed 
another list of producers who sold in Cuba, That we then related 
ito the first list that we had made. 
' That was the list which produced the addresses of people, of firms 
that sold in Cuba, which we then turned over to the United States 
Cuban Sugar Council, and they used it for mailing purposes in 
order to cali to the attention of these firms their interest in the Cuban 
market, and the importance or the relation of possible sugar legisla- 
tion to their ability to sell goods in Cuba. 

We at the same time undertook a somewhat different activity, 

which was directed at the same end. We employed in five areas of 
the United States, law firms, and supplied them with the list which 
‘had been developed in Cuba, with the idea that they would then 
make direct contact with the firms shown on that list, and advise the 
firms of their interest in the Cuban market. I may say parentheti- 
cally that in many cases American firms which do both a domestic 
business and an export business are not particularly aware of the 
fact that one particular foreign area may be of real interest to them. 
That is partly because export departments are run in many cases 
rather separately from the other operations of the business. 
. So we found it was necessary to call to the attention of specific firms 
‘the fact that Cuba was an important market to them, and to point out, 
which many of them had not realized, that because Cuba is a one- 
commodity economy there was a very direct and almost mathematical 
relationship between the amount of sugar which Cuba was able to 
sell in the United States and the amount of their product which they 
were going to be able to continue to sell in Cuba, 

Once this was understood by them, then what they did about it was 
up to them. We advised them as legislation developed, we advised 
them of the pendency of hearings, and so on, but— 

The Cuatrman. Did you regard that as lobbying or as an educa- 
tional campaign ? 

Mr. Batt. We regarded the preparatory work of developing the 
lists as simply a part of our general representation which was not in- 
cluded as lobbying. But all of the activities of these correspondent 
counsel around the country, including the activities of our Washing- 
ton and New York offices in making contact with American suppliers 
and educating them, we regarded as lobbying and reported in our 
lobbying reports. We did regard that as lobbying, and we so reported 
it. 
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Now, I may say something, coming to that point, that we were in this 
position : Our clients were foreign nationals and therefore all the funds 
that we received that passed through our hands as counsel were 
reported under the Foreign Agents Registration Act. We registered, 
and we insisted that all of our correspondent counsel register, as for 
eign agents, and file not only their accounts with the Department of 
Justice, but file all documents which they circulated through the mails 
with the Department of Justice. 

So we made a total disclosure of everything under the Foreign 
Avents Registration Act. 

We were then faced with the problem which everyone is faced with 
who undertakes legislative representation, of how you allocate your 
expenses under the definition of “lobbying” in the Lobbying Act. 
This, I may say, we did to the best of our ability, and frankly it was to 
some extent arbitrary. I can tell you the philosophy which we fol 
lowed, but the law is in my opinion so vague that I can’t tell you with 
precision that we followed it exactly. We followed the interpretation 
of the Harris case, and we followed the law as we interpreted it, but 
we did resolve all doubts in favor of disclosure. So, if anything, I 
think we are in the same position that the Cuban Sugar Council is, 
as Mr. Crosby testified yesterday, of having somewhat overdisclosed 
under the Lobbying Act. 

The CuHatrMan. Do you have a copy of your report, your lobbying 
report? Hasthat been filed with the committee ? 

Mr. Batu. I believe the committee has copies of our lobbying re- 
port, our foreign agents report, and all of it. 

The CuainMan. We have all of it ¢ 

Mr. Batu. Yes, sir. 

The Cuatrman. Are there any questions, Mr. Counsel ? 

Mr. Fay. In connection with this survey, Mr. Ball, it was necessary 
for you to employ other personnel in carrying out your task ? 

Mr. Bata. That is right, sir. 

Mr. Fay. Did you also employ a public relations firm ? 

Mr. Batu. No, we did not. Mr. Stavisky, who testified yesterday, 
had been employed by our clients and worked with them and with the 
United States Cuban Sugar Council. We worked very closely with 
Mr. Stavisky, and with the United States Cuban Sugar Council. Our 
interests were identical, or substantially so. 

Mr. Fay. In formulating the plan which you were going to carry 
out, you worked with other personnel for the benefit of the Cuban 
interests ¢ 

Mr. Bax. That is right. 

Mr. Fay. Would you estimate the number of personnel that were 
actually employed in this particular endeavor ¢ 

Mr. Batu. Well, we employed in our own 2 offices in connection 
with this work, about 10 lawyers. Now, in addition to that, we re- 
tained I think law firms in five areas. In the Chicago area we had 
3 individual lawyers who were working for us. And those firms, at 
our insistence, registered under the Lobbying Act anyone in their 
employ who made so much as a telephone call to a supplier who sold 
on the Cuban market. 

Again, we were very careful in our dealings with our correspondent 
counsel to make sure that they fully complied with the law. 
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Now, the reason that it appears that we had a great many people 
registered was simply that when we employed a firm—as for example, 
the firm of Palmer, Dodge, Gardner & Bradford in Boston—we dealt 
there with one of the senior members of the firm, Mr. Cutter, who has 
since been appointed by Governor Herter as a justice of the Supreme 
Judicial Court of Massachusetts. We found, or he advised us after- 
wards, or in the course of the work, that he had registered two of his 
associates, Mr. de Rham, and Mr. Wilkins, simply because he had 
delegated to them the task of calling up some of the suppliers. So I 
think that a somewhat distorted picture was given in that there were 
a great many people registered, and actually what we had was the 
equivalent of five law firms in addition to our own work in this plan. 

The CuHamman. May I inquire if this interest that you represent 
still maintains an active lobby here in Washington ? 

Mr. Bau. To the extent that it maintains an active lobby, we are 
the representative of that interest. There is no legislative contest 
pending, so that we are not engaged in any kind of legislative activity 
at the moment. 

The Cuatrman. I understood you to say that you operated on the 
basis, or your plans were made as long-range plans. 

Mr. Batt. That is right, sir. 

The Cuatmrman. And I assume that you still maintain or register as 
lobbyists, as representing these interests. 

Mr. Bax. All of the registrations are terminated with the exception 
of our own firm. All of the correspondent counsel are terminated. We 
remain registered for our clients. 

The Cuarrman. All right. Let me ask you one other question. 
During the pendency of the legislation, how many were registered as 
lobbyists, representing the industry ? 

Mr. Batu. I am informed that there were 23 altogether. 

The Cuatrrman. Some 23? 

Mr. Batu. Some 23. Now, the reason for this large number, as I 
explained, was that 10 of them were from our own office. 

he Cuarrman. Ten from your office ? 

Mr. Batu. Yes, our office in Washington, and our office in New York. 
The balance consisted of, to a large extent, associates of law firms that 
we retained who were simply asked by the senior members of those 
firms to make a list of telephone calls or to contact suppliers. 

The Cuarrman. The telephone calls were contacts with Members of 
Congress ? 

Mr. Barz. No, sir; not at all. Iam sorry if I gave that impression. 
Those telephone calls were contacts with American suppliers. It was 
advising them that they had an interest in the Cuban market. 

The CHarrMan, Advising them of the situation and urging them 
to be active. 

Mr. Bat. That’s right. 

The Cuatrman. In support of the legislation ? 

Mr. Batu. That’s right Now, they did make some contacts, and 
some of the firms made contacts, with Members of Congress, and some 
did not. We have given all of this information to the committee staff. 

The Crarrman. I am trying to get a sufficient amount of it on the 
record to show the real pattern. 
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Mr. Baru. But all of our correspondent counsel were registered 
under the Lobbying Act, and all were registered under the Wontar 
Agents Registration Act. 

Mr. Fay. Did you total the number? You said approximately 10 
from your firm, and approximately how many from the others? 

Mr. Bari. Thirteen from others. 

Mr. Fay. A total of about 23. 

Mr. Batu. That’s right. 

Mr. Fay. Now, with respect to this, that was just from the stand- 
point of the legal interests, if I might describe it that way; is that 
correct ¢ 

Mr. Baty. They were all lawyers. 

Mr. Fay. Legal firms that were working with you! 

Mr. Batu. That’s right. 

Mr. Fay. Now, there were also numerous personnel, separate and 
distinet, that were working on this economic survey that you were 
making ; is that fair ? 

Mr. Batu. From time to time we would employ outside people. For 
example, we made an economic survey in Florida to discover the extent 
of the importance of Cuban tourism in Florida. How much the tour- 
ists spent over there, in relation to how much the cane sugar industry, 
or the value of its production in Florida. For that purpose, we 
employed a research firm in Miami, and I think it is called the First 
Research Corp. 

Mr. Fay. Do you have in mind the results of that survey, Mr. Ball? 

Mr. Batx. As I recall, the results of that survey showed that Cuban 
tourists in Florida were spending more money than the total value of 
the cane sugar crop in Florida. This checked with some other in- 
formation, which we had obtained from a study of the bank transfers 
in Habana. We were making a serious effort to get to the funda- 
mental economic facts that were involved here. 

Mr. Fay. Now, do you have in mind also the number of personnel 
that were required to compile the statistics from the standpoint of 
the mechanical operation siaiel took place in Habana? 

Mr. Bat. I couldn’t tell you. I would guess it was probably 10 
or 12, and we had in Washington working on these lists clerical per- 
sonnel, which varied anywhere from 10 to 15, to as high as 20 but not 
consistently ; this was a big clerical tabulating job. 

Mr. Fay. I can understand that it was. That answers what I had 
in mind to try to put on the record there. Now, with respect to what 
would be considered a little bit more on the direct lobbying stand- 
point side, will you explain to the committee just how that was carried 
on and who participated in it besides you personally. 

Mr. Batu. By direct lobbying, I take it, Mr. Fay, that you referred 
to contacts directly with members of Congress. 

Mr. Fay. The appearances before committee and the individual 
contacts with Stokes of Congress. Even before that, if I may, for 
proper chronology, Mr. Ball, would you describe the beginning of the 
operation in the executive branch of the Government, before actually 
presenting your problem to the legislature. It was in that sequence, 
was it not? 

Mr. Batx. That is right, sir. Now, the primary task that we under- 
took, in connection with the presentation to the executive branch was 
the basic work on the production of a very large brief, a very com- 
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prehensive brief, which drew together all of the arguments which 
could support the Cuban position. This took a long time because it 
required a considerable amount of independent economic research. 

Mr. Fay. Do we have a copy of that brief? 

Mr. Bat. Yes, a copy has been given to you. It is called, Sugar 
Legislation and the National Interest. 

This brief was prepared largely for the guidance of ourselves, and 
our correspondent counsel, and for a limited distribution within the 
executive licaach, and to Members of the Congress who were par- 
ticularly interested. It is a formidable document, and unless some- 
one had a real interest in the sugar situation, they wouldn't be justified 
in going through it. 

We prepared this brief in cooperation with the United States Cuban 
Sugar Council, and we did a large part, I would think, of the basic 
work on it ourselves. 

This was given or used by the Cuban Sugar Council, and they 
printed it and used it extensively in their discussions with the ex- 
ecutive department. Since they were themselves making contacts 
with the appropriate members of the executive department, and since 
they had been engaged in keeping in touch with these men over the 
years, we thought that it would be duplication for us to do it. 

I believe that I only saw one man on the executive side of the 
Government in conection with sugar during this period. 

Mr.. Fay. Now after having prepared this legal brief, the brief 
was prepared by your office, I take it. 

Mr. Batu. Yes, sir. 

Mr. Fay. More or less in the nature of a legal brief, isn’t it? 

Mr. Batu. Yes, sir; in collaboration with the sugar council. 

Mr. Fay. After the preparation of that, how did you do that, did 
you or some of your associates, who were interested in presenting it 
to the executive branch? What chronology did you follow? Did 
you go to the State Department first ? 

Mr. Batu. The brief was printed by the United States Cuban 
Sugar Council after we had prepared it in collaboration with them. 
They then presented it to individual members of the executive de- 
partment, and as I say, I only made—and when I say “TI”, T am speak- 
ing for my entire firm in this connection—contact with one member 
of the executive branch, simply because the sugar council was cover- 
ing that aspect of the work for us. It would have been duplication. 

Mr. Fay. But you were fully informed ? 

Mr. Batu. We were in contact constantly with them. We met al- 
most every day, and we were on the telephone dozens of times during 
the day with them. 

Mr. Fay. Was it your office that literally was the headquarters 
here, or did you set up a headquarters? 

Mr. Batu. We didn’t have a headquarters. I suppose we acted as 
a clearinghouse. 

Mr. Fay. That is what I had in mind. If there were to be meetings 
before the council went over, it was in your office ? 

Mr. Batu. That’s right. 

Mr. Fay. Then, as Mr. Crosby testified yesterday, they would have 
gone to the State Department first ? 

Mr. Batu. I am sure that they did go to the State Department, 
and they also talked with the Under Secretary of Agriculture. 
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Mr. Fay. And presumably with Interior, also. 

Mr. Batu. That interest is rather peripheral to our particular 

oblem. 
evr. Fay. That is more related to Puerto Rico and the Virgin Is 
lands, as far as Interior is concerned. 

Mr. Baux. That is right. 

Mr. Fay. Now, with respect to the representatives at the White 
Hlouse, who were interested from an Executive standpoint, were there 
contacts with them ¢ 

Mr. Batu. Yes, that is the one contact which I made personally. I 
think that I called 2 or 3 times on Dr. Gabriel Hauge, odio happens to 
be my next door neighbor, and gave him a copy of this brief, and ex- 
plained our position to him. 

Mr. Fay. That would have been during what period of time? Was 
that when the bill was pending here in Congress or was that pre 
liminary to that time ¢ 

Mr. Baxi. It was after the Ellender bill had been introduced on the 
first of April of 1955. It was before the House committee hearings 
were commenced, 

Mr. Fay. Now, did you or any representative of your firm testify 
before the congressional committees ! 

Mr. Batu. No. we did not, for the reason that we wanted to save 
the committee the burden of a great number of witnesses, and Mr. 
Crosby testified on behalf really of all of the Cuban sugar industry. 

Mr. Fay. And was he the sole witness as far as the Oak industry 
was concerned, before the House Agriculture Committee and the 
Senate Finance Committee? 

Mr. Batt, Oh, no. There were a number of companies who sold on 
the Cuban market, who sent representatives here who testified. Some 
of those we knew about in advance, and some of those we did not. 

Mr. Fay. So that some were acting independently, and it wasn’t 
a solid unified front for which you and Mr. Crosby, as head of that 
council, were the sole spokesmen. 

Mr. Batt. It was not a united front. Actually, as you can ap- 
preciate, we had gotten in touch with hundreds of companies around 
the country. Some of them saw fit to send representatives here, to 
testify, or asked permission to testify. Some of them let us know 
in advance that they were doing that, and some of the representatives 
simply turned up at the hearing and testified and never got in touch 
with us at all. We did not ask them to; our interest was in being a 
Paul Revere here and alerting the countryside. 

Mr. Fay. There was no effort as far as Mr. Crosby’s council was 
concerned and you as representative of the Cuban industry, to at- 
tempt to monopolize, if I might use that expression, to describe the 
sole activities of the interest of the Cuban people ? 

Mr. Batt. We were happy to have everyone who wanted to speak 
on behalf of Cuba to do so. 

Mr, Fay. When that legislation was pending, and as a result of 
this survey that you made, how many States did it cover, Mr. Ball? 

Mr. Baty. I am sorry, I don’t follow that. 

Mr. Fay. The survey that you made throughout the country, as 
far as the exports from our country to Cuba 

Mr. Bax. It covered all 48 States. 
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Mr. Fay. It covered the 48 States? 

Mr. Bau. Yes, sir. 

Mr. Fay. Now, with respect to that, then what was the nature of 
your activity predicated on the report? How did you get in touch 
with these people? Did you do it by a form letter or by a pamphlet 
or booklet or brief? 

Mr. Baxu. I think that our firm itself wrote almost no letters at 
all. In many cases, the correspondent counsel did write letters, and 
make speeches before chambers of commerce. 

Mr. Fay. That is what I wanted to bring out. Just the entire 
scope of the activity, please. 

Mr. Bau. I can give you some notes on a report that was made by 
our California counsel, on what they did out there; I think that it 
might be constructive to the committee if I went through that. 

First of all, they undertook on the basis of the information or the 
list that we had supplied them, a further identification of the Cali- 
fornia manufacturers and agricultural interests. That really meant 
putting them in the context of the communities where they existed. 
They supplemented that by a California manufacturers’ list, and I 
think the Cuban IBM list that we gave them showed 800 groups or 
companies that sold on the market in Cuba. They got a California 
manufacturers’ list, and discovered industries which were of the same 
kind which could see in Cuba at least a potential market. 

They put all of this information on the map to see the relation, 
in particular congressional districts and practicular areas of beet 
sugar production, to the importance in dollar terms of the produce of 
that area, which was sold in Cuba. That was done so that we could 
get some balance, because this is very enlightening information to 
people within the district who don’t realize the importance of the 
Cuban market in relation to what they see with their own eyes, which 
is the production of sugar beets. . 

Then both by appointment and by telephone calls, they began to 
get in touch with these manufacturers and agricultural interests. 
They prepared a special brochure in collaboration with the sugar 
council, a copy of which I believe has been given to the committee 
staff. That outlined what Cuban sugar meant specifically to Cali- 
fornia. They distributed this brochure to newspapers, banks, cham- 
bers of commerce, trade clubs, mayors, and other authorities, and a 
special list of 9,500 leading manufacturers of the State. There was 
a total distribution of almost 15,000. They provided material based 
on these lists to the California newspapers, and they sent reprints 
from those newspapers to a list of the same kind, totaling around 
5,000. 

They prepared a special fact sheet on sugar and sent this to editors 
of the 691 newspapers in California. You have a copy of that which 

‘has been supplied. Additional distribution was made to all of the 
— journals, and to leading farmers, and farm associations of about 
500. 

Then they made a distribution of all of their printed material to 
the whole California congressional delegation. There was a special 
covering letter explaining the significance of it. 

They followed up these mailings with personal contacts. They 
appeared at luncheon meetings of chambers of commerce, and they 
talked with export managers, and with local political clubs, and sent 
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also copies of their speeches and so on to the influential people in the 
State, and to members of the congressional delegation. They got 
in touch with the heads of the port commissions, and obtained, I 

lieve, from one or more of the port commissions, statements and resolu- 
tions endorsing a preservation of an adequate quota for Cuba. I 
could go on with it; this is just an indication of the type of activity. 

Mr. Fay. That is what I was trying to have described in the record. 
It is something that would be illustrative of your activities. 

Now, with respect to the State we are talking about, the California 
activity there, you had this particular pamphlet describing what 
Cuba sugar means to California. It was sent out in what quantity ! 
Would you mention that ? 

Mr. Batt. I think that I mentioned that. I would think 10,000 or 
15,000 in that order of magnitude. 

Mr. Fay. And in that specifically, the recipient was requested to 
write to his Senator and to his Congressman and tell them what his 
interest was ¢ 

Mr. Batu. That’s right. 

Mr. Fay. And why he felt that they should vote to maintain Cuba’s 
present sugar quota on the market ? 

Mr. Batu. That’s right. 

Mr. Fay. That is on this market ? 

Mr. Batu. That’s right. 

Mr. Fay. Now, we have used California as an illustration, and 
what would you say would be the proportionxte activities as far as 
the other 47 States were concerned? Did it vary with every State? 

Mr. Bart. It was not in every State. That would have been much 
too elaborate. We took certain key areas; we took California because 
we wanted to try to demonstrate, since California is the biggest 
beet-producing State in the country, that their interest in Cuban sugar 
should offset their enthusiasm for an increased quota for domestic 
sugar production. It was rather an experiment. In New England, 
counsel in New England got in touch with all of the New England 
governors, and with the entire New England congressional delegation. 
He covered the whole area of New England. 

Mr. Fay. You are talking about the New England congressional 
delegation, and I assume you mean the Federal delegation, the Repre- 
sentatives here in Congress ¢ 

Mr. Baty. That’s right, sir. 

Mr. Fay. I was distinguishing it from the State legislatures, since 
you said that they had contacted the governors. I wanted to draw 
that distinction, Mr. Ball. 

Mr. Bari. That is right. In New England they prepared another 
pamphlet, entitled, “Cuban Sugar—What it Means to New England,” 
and this was given very wide distribution by trade groups, and by 
others up there. 

Mr. Fay. In that, did they also petition the recipients to directly 
contact their Senators and Congressmen ? 

Mr. Batu. I think so. Yes, the pamphlet states: “When you have 
read this, we ask you to do two things in your own interest. First, 
check as well as you can what the Cuban export market or an ample 
supply of low-cost sugar means to you and your business. Two, 
write to your Senators and your Congressmen (see list in appendix A 
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of this folder) and tell them what your interest is and why you feel 
they should vote to maintain Cuba’s present participation in the 

United States sugar market and against any increase of domestic 
beet and cane sugar quotas.” 

. Mr. Fay. What about any other areas? Were there other areas 
throughout the country that were contacted / 

Mr. Bai. The New York area was well contacted by our New York 
office, which also covered New Jersey, and Connecticut, the Pentisyl- 
vania area, and other areas around New York. Out of our Washing. 
ton office we did the same thing. 

Mr. Fay. How about the Middle West ? 

Mr. Baty. We had counsel in Chicago who worked getting in touch 
with people not only in Chicago, but also to some extent in the Detroit 
area. In Florida, we had counsel whose activity was directed at a 
somewhat different objective, which was demonstrating again the im- 
portance of the tourist trade to the economy of Florida, as against the 
value of the production of the sugarcane crop down there. 

Mr. Fay. How about the Far West, or the South—I guess I should 
say the Southwest? 

Mr. Batu. We had someone in Louisville, a firm in Louisville, that 
covered Kentucky, Ohio, and that area around there. We had no one 
in the Southwest. 

Mr. Fay. No one in the Southwest ? 

Mr. Batw. That’s right. 

Mr. Fay. What about the far Northwest ? 

Mr. Batu. We had no one in the far Northwest. 

- Mr. Fay. On a little different area of your interest, did you associate 
or were there any other interests with whom you might have allied 
interests to the extent that you did associate with them / 

Mr. Bay. Surely, there were the industrial consumers of sugar, 
and we met with them and talked with them. “Met” is not quite the 
proper word, but we talked with them and we discussed our mutual 
problems. They were well represented here in Washington, and they 
wanted to present their own case. We did exchange information as 
to what we were doing, and we satisfied ourselves that they saw pretty 
well eye to eye on what they hoped the result would be. 

Mr. Fay. You know who they were, and could you tell the Com- 
mittee who was the head of that particular group ? 

Mr. Batu. They are represented here in Washintgon by Mr. Payton. 

Mr. Fay. Is he located here in Washington ? 

Mr. Batu. Yes; he is an attorney here. 

Mr. Fay. To what extent, if you know, were they interested from 
the legislative standpoint? 

Mr. Baxi. They appeared and testified before, I believe, both com- 
mittees, and their interest, of course, was in maintaining an adequate 
supply of low-cost sugar. I don’t want to give the impression, and I 
would like the record to show this, that there was any long-term col- 
lusion with them, or even close working relationships. We exchanged 
information. Their interests, while in the same direction as ours 
in that Cuban sugar was lower cost. sugar than domestic sugar, were 
not in every respect identical. I don’t want to suggest that they felt 
that they were. 
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Mr. Fay. I appreciate your clarification, and I certainly was not 
implying it by my question that there was any impropriety in such a 
unified action between the two industries. 

Mr. Batu. This was simply the exchange of information, more than 
a unified action. It was not pursued consistently at all. 

Mr. Fay. Now, do you know if this other interest made personal 
contacts with Members of Congress, in behalf of their representations / 

Mr. Batt. I don’t know at all what they did. 

Mr. Fay. They did not do it in conjunction with you. 

Mr. Batu. No, we never discussed with them whether they were 
seeing any particular people, and we were seeing any particular pee 
ple, or anything of that sort. It was a wholly different relationship. 

Mr. Fay. Now, I am pretty much down to the conclusion of the su 
stantive questions I have, Mr. Ball. I would like to ask you if you 
would describe to the committee what the total receipts and expendi- 
tures were as far as the handling of this problem by your firm was 
concerned. 

Mr. Bau. I think to give a complete picture of the situation, we 
should include not only the amounts oui we have received and 
expended, but also expenditures or bills which have not yet been paid 
by our clients to us. 

The total receipts as shown on the Foreign Agents Registration 
Statement which we have filed, amount to $172,346.54. Now, in addi- 
tion to that we expect to receive from our client under a statement 
now outstanding, the amount of $98,980.77. I do not have it added up. 

Mr. Fay. Approximately $270,000. 

Mr. Batu. Yes, that’s right. 

Mr. Fay. Then, that included—or would you tell the committee 
if that did include the cost of the preparation of this report right 
here, this large volume report. 

Mr. Bau. I can tell you in general what that report cost. We paid 
to International Business Machine Corp. a total of $14,351.42, and we 
incurred clerical expenses, mostly in Washington, I believe, of a special 
nature in connection with this work, of $15,358.15, most: if not all of 
which should be attributed to this report. 

Senator Gotpwater. What is this report 

Mr. Batu. This is the development of the lists of all of the United 
State producers who sold on the Cuban market, and the amount that 
they sold, and where they are located, and so on. 

Senator GoLpwaTer. Just sugar, you mean / 

Mr. Batu. No, these are people who sold agricultural production 
or industrial production to Cuba. They had an interest in the main- 
tenance of the Cuban market, which was directly related to the ability 
of Cuba to sell sugar in the United States. We were trying to identify 
them so that we could get in touch with them. 

Senator Gotpwarer. They are not people who bought sugar ¢ 

Mr. Bau. No, these are not sugar consumers in any sense. 

Senator Gotpwarer. [ asked that because I happen to see a brewing 
company in my State, and I thought they might have bought sugar. 
| am glad to hear that they are selling beer in Cuba. 

Mr. Bau. That’s right. 

Senator Tuy. You have listed in this record here any export busi- 
ness done by any manufacturer, whether it was road graders, beer, 
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or any other product or comodity that went to Cuba. You listed it 
as a part of an export trade between the United States and Cuba. 

Mr. Batu. That is right, sir. 

Senator Ture. What does the star back of a figure represent ¢ 

Mr. Batu. It represents the end of the list for that town. They 
are listed by cities, and the star simply means that that is the comple- 
tion of the list for that city. 

Senator Ture. In other words, if there was a city that had one or 
more, you would list all, and when you concluded the listings of that 
particularly city’s business organizations doing export business then 
you would end it by a star? 

Mr. Batu. That’s right. 

Senator Ture. I could not find an explanation of the star. 

Mr. Batu. That is the way the IBM machine works; it puts a star 
there to show that. 

Senator Ture. Then the figures are the amount or the total of 
business transacted from that city in the export field to Cuba? 

Mr. Batu. In the year 1953, which is the year for which this survey 
was made. 

Now I should say that this somewhat understates the business, 
for the reason that the consular invoices on which this was based 
in some cases showed the port of shipment rather than the point of 
origin, and I think this accounts for $350 million out of a total of 
close to $500 million, or something of that sort. But it is a very large 
part of the trade with Cuba. This was as good as we could get it, 
and we went to a lot of trouble to achieve even this degree of precision. 

Mr. Fay. Mr. Ball, you indicated also in the beginning of your 
testimony that Cuba’s interest was of paramount interest to this 
country because of the fact that she was a fifth or sixth ranking im- 
porter, and had a trade balance that was unfavorable to Cuba. 

Mr. Batu. Yes, that is right. 

Mr. Fay. Are you aware of the fact, also, that one of the other 
producers, foreign producers, that is a comparatively small producer 
compared to Cuba is likewise in that position as far as its interests are 
concerned? That is Mexico particularly, that I have in mind. 

Mr. Batt. It is not in precisely the same position. It is, I think, 
a somewhat larger market, actually, for American products year in 
and year out. 

Mr. Fay. I think it is second. 

Mr. Baty. But it is not a one-commodity economy, and therefore 
there is nothing like the same direct relationship between the amount 
of goods that it can buy in the American market and the amount 
of sugar that it can sell up here. 

Mr. Fay. I wanted to have your differentiation there. In other 
words, you are predicating Cuba’s interest primarily on the factor 
that it is a one-product country. 

Mr. Barz. Cuba is in the position where if it does not produce and 
sell sugar to the United States, it produces and sells almost nothing 
to the United States. There have been very earnest and serious ef- 
forts at diversification, but they have been of very limited successful- 
ness. That is due to many reasons. 

Mexica is in a position where if it doesn’t sell sugar, it produces 
and sells something else. So that there isn’t the same direct rela- 
tionship. 








CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1133 


Mr. Fay. I wanted to hear your explanation of it. Further, if you 
would, do you have in mind the figure or the percentage of the total 
economy of Cuba that is represented by the sugar industry ! 

Mr. Baxi. The sugar industry accounts for, I believe, 30 percent 
of the national income of Cuba, but the significant item from this 
point of view is that it accounts for 80 percent of the dollar earnings ; 
50 percent, roughly, of those total dollar earnings are the dollars that 
earns from selling in the United States. 

Mr. Fay. I see. 

Mr. Batu. The rest is derived from the sale of sugar on the world 
market, because being in the dollar area, Cuba sells substantially all 
of her sugar for dollars. 

Mr. Fay. Then 30 percent of the economy is produced by the sugar. 
Then what is the next major item, as far as production in Cuba is 
concerned ¢ 

Mr. Batu. If I might clarify that. When I say 30 percent of the 
economy is based, or results from the production of sugar, obviously a 
very large part of the rest of the national income consists of ancillary 
activities to the Cuban sugar industry; that is, towns which subsist on 
the industry, and industries which produce for the sugar industry. So 
that ‘that is a considerable understatement of the importance to the 
Cuban economy. 

Mr. Fay. I wasn’t trying to differentiate it in that way, but I was 
trying to secure for the record if you had at your fingertips the next 
item. 

Mr. Batu. I don’t offhand recall. There is some tobacco produc- 
tion, although it is not as important to Cuba as it once was by any 
means, and there is some tropical fruit production and there are some 
minerals including nickel, the Nicaro Nickel Co. in Cuba. 

Senator Tarr. You say that the tobacco crop is not as important to 
Cuban economy now as it used to be? 

Mr. Bax. That is my impression; yes, sir. 

Senator Tuyr. Why has that change taken place ? 

Mr. Batu. I believe it is in part a change of the smoking habits of 
the American people. There is the fact that there has been some 
change in the areas where tobacco is produced. I am speaking out of 
ignorance on this subject. 

Senator Turse. This American operation down in Cuba, operating 
now in the cane, was that at one time a tobacco plantation ? 

Mr. Batu. I don’t believe so. I think most of the tobacco was pro- 
duced in the west end of the island, down around Pinar del Rio, where- 
as the cane production is more in the central sections and the eastern 
sections of the country. 

My understanding is, and I am certain Mr. Crosby could have told 
you in detail about this, that tobacco was at one time quite an important 
export commodity in relation to the total exports—it is not anymore. 
[ do not know all of the reasons for it, frankly, sir. 

_Senator Ture. Does the tobacco producer in Cuba, have as exten- 
sive a lobby activity as the cane producers ? 

Mr, Baty. Iam unaware that he has any at all. 

Senator Ture. Could that be the reason ? 

he beet producers in the United States as well as the sugar pro- 
ducers had better take a good look at what the necessities are in the 
lobbying angle as well as the production angle. 

84131—57—— 34 
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Mr. Baut. I will relay that information to my clients, sir. 

Senator Ture. I will relay it to my beet producers. 

The Cuamsan. Mr. Ball, I believe that you testified that there were 
some 23 registered lobbyists in connection with this activity as related 
to the sugar legislation. 

Mr. Batu. That’s right, sir. 

The Cratrman. I will hand you a list and ask you to examine it and 
state if that is correct as to those who were registered, and the period 
of time for which they were registered. 

(A document was handed to the witness. ) 

Mr. Bauxt. Yes; I am familiar with this list, Mr. Chairman, and 
this list is correct. 

The Cuarrman. That list may be published in the record at this 
point. 

(The document is as follows :) 


Registrations under the Federal Regulation of Lobbying Act 


Date of— 


| Preliminary lrermination 
} report report 


I. Employed by National Cuban Sugar Mill Owners’ Association, Habana, | 
Cuba, and Cuban Sugar Cane Growers Association, Havana, Cuba: | 
1. Cleary, Gottlieb, Friendly & Ball, Washington, D. C.: 

(a) Attorneys in registrant’s s Washington office: 


I in ce . 
L. Lipson 
7. W. Lamberton. 
J, a. 
Ga. Ww. Ball 
(b) Attorneys in registrant’s New York office: 


M. Hamburg 
M. Frawley _- 
W. Rothschild_ 


II. 7 ed by Cleary, Gottlieb, Friendly & Ball, Washington, D. C.: 


. Boston, Mass.: 
R. A. Cutter 
aL oak na main nee 
H. P. Wilkins 
2. Miami, Fla.: 
7 R. Scott 
F. Gilleland 
3. Loulevine, Ky.: 
. Evanston, Hl: 
5. C winees Ill.: 
FE. Staub _- 
a W. Overton 
T. W. James ; 
. San Francisco, Calif.: 
Dale I. Stoops. 
J. R. Martin... -_-- : 
eo eee ae 


A. ne 
R K. Ball. 





| June 
| June 


.| Apr. 
Tawa 


5, 1955 


Apr. 


do. 


6, 1955 


Las. 14, 4, 1955 
oe s 


= Apr. 
Apr. 


Apr. 


“May 


Apr. 4, 1955 


15, 1955 
June 
15, 1955 


11, 1955 


10, 1955 | 


June 28, 1956 
To. 
Do. 
- 2, 1955 
June 25, 1955 


Nov. 
Nov. 
Nov. 
Nov. 
Nov. 


15, 1955 
14, 1955 
15, 1955 
17, 1955 
15, 1955 


Jan. 27, 1956 
Jan. 30, 1956 
Do. 


Nov. 28; 1955 
Do. 


Dee. 15, 1955 
Nov. 22, 1955 
Do. 

Do. 


Jan. 9, 1956 


6, 1956 


The CuatrmMan. I believe the interests as represented and these reg- 
istered lobbyists represented are the National Cuban Sugar Mill Own- 


ers’ Association, Habana, 
Association, Habana, Cuba. 


Mr. Bau. That is correct. 


Cuba, and Cuban Sugar Cane Growers 


The Crarrman. Now, according to your testimony, I believe, there 


was a total expenditure of all of the registered lobbyists, and all other 
expenditures in: connection with your promotion of this legislation in 
the total amount of $271,327.31. 
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Mr. Bauu. I had not made the computation, but that is right, yes, 
sir. Those are not expenditures—those are receipts from the point of 
view of my firm. 

The Cuarmmax. Do you expend more than your receipts? 

Mr. Batt. No, but some of the money we retained as our fee. 

The CuarMan. In other words. the fee is included in the $271,000 ¢ 

Mr. Bai. That is correct. 

The Cuatrman. Did you see the article that appeared in the Prenza 
Libra publication—I am not sure of my Spanish, so that may not be 
correct—an evening newspaper published in Habana, Cuba, in the 
issue of March 14, 1955? 

Mr. Bax. I have not seen it, sir, no sir. 

The Cuatrman. I shall read it to you. It has been translated: 

The charges of the law firm with the long name which does the “lobbying” in 
favor of the Cuban sugar quota in the United States almost exceeds a half a 
million dollar mark. The Cuban Mill Owners Association and the Cane Farmers 
Association will split the charges for the services which is already classified 
here as victorious. 

Would you like to see this article, sir, and make any comment that 
you care to make on it! In other words, if that reporting is anywhere 
near accurate, we still haven't a sufficient accounting of funds. 

Mr. Batu. This represents what I might politically call editorial 
license on behalf of this newspaper. The statement is quite wrong. 
All of the money that we received is reflected accurately, and fully and 
comprehensively reported, in the statements that we filed under the 
Foreign Agents Registration Act, and which have been supplied to 
the committee, including the ‘statement of the outstanding account 
which we now have with our clients, and which we have not yet 
received. 

I can only say that we categorically deny this statement and that it 
is wholly maccurate. 

The Cuamman. I am not challenging your testimony, but when 
we have information like that in the file, of course it becomes our duty 
to explore it and seek explanation of it. 

Mr. Batu. I am happy to have the opportunity to explain it, sir. 

The Cuatrman. | believe the article, if I read it correctly, indicates 
that your fee alone is approaching a half a million dollar mark. 

Mr. Batt. Unhappily, that is not the case. 

_ The Cnatrman. You wish that it were? Anyway, it only refers 
in that article, as I interpret it, to attorney fees, and not to other 
expenses. 

Mr. Batu. No, all of the financial relations of our client and our- 
selves are explained in this statement which we have filed. 

The Cuamman. And the $271,000 plus, according to your best know- 
ledge and information, and your best accuracy of bookkeeping and 
so forth, represents the total expenditure of these interests in connec- 
tion with this legislation and your efforts to influence legislation in 
this area. 

Mr. Batu. That is right, so far as our firm is concerned and I do not 
know of any other expenses. 

The CHamRMAN. That is just your firm, and it does not include other 
expenditures that have been made as testified about here yesterday by 
Mr. Crosby and his interests ? in 

Br. Batu. That is right. 
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The Cuarrman. Would you have any idea now of how many other 
interests have the Cuban sugar interests, or related to it or associated 
with it, made expenditures in support of the legislation ? 

Mr. Batu. No, I know of none to the best of my knowledge. 

The CuarrmMan. None except the two? 

Mr. Baty. With the exception of the ones which were referred to in 
the testimo’. of Mr. Crosby yesterday. 

The Cuv..::an. I did not understand. 

Mr. Bau. With the exception of those referred to in Mr. Crosby's 
testimony yesterday. 

The CHarrMan. Well, there were some interests also who took an 
active interest in it, did they not? 

Mr. Bau. I believe perhaps I should correct my statement; I think 
there was one gentleman who appeared from one of the sugar com- 
panies and testified, wasn’t that right ? 

But that was on a question of definition under the act and did not 
relate to the quota problem, as | remember. I think that is all. 

The Cuairman. I am justi seeing if we can get a rough idea of the 
amount of money that was spent in lobbying in connection with this 
bill. That is lobbying or educational programs. 

Mr. Bau. I think the money which Mr. Crosby reported to this 
committee yesterday, together with what I have reported today, covers 
everything that has been expended by the Cuban sugar industry. 

The Cuatrman. I believe his report shows that through 1955, the 
industry he represented expended $191,000 plus, and through Novem- 
ber of 1956, $153,000 plus. So obviously, a very large expenditure 
was made and a very large and probably competent and technical staff 
of experts were employed to try to influence this legislation. 

Mr. Bau. I don’t quite follow those figures. 

Mr. Fay. These figures, Mr. Ball, were the Sugar Council. 

Mr. Batu. Lam sorry. 

Mr. Fay. That is the council’s expenditures for the years 1955 and 
1956, which Mr. Crosby reported. 

Mr. Batu. I think Mr. Crosby stated yesterday what the staff of 
the council consisted, and I think that is in the record. 

The CuatrMan, Yes, that is in the record. I don’t recall the accu- 
racy of these figures as related to the record, but I think that they were 
taken from this memorandum that we have here. 

So I am just pointing out that it appears to the Chair that it was 
quite an extensive lobby. 

Mr. Batu. I would like, if I might, to address myself to that spe- 
cifically. 

The CuarrMan. Weare very happy to have you doso, 

Mr. Batu. I wanted to point out in the first instance, when I began 
to testify today, that a great deal of this consisted of basic work which 
had never been done, but which was necessary to establish a mech- 
anism whereby Cuba’s interests could be protected, not merely in 
connection with a single legislative contest, since it was quite apparent 
that the issue of sugar legislation was going to be a recurring one. 

Over the long pull, the Cuban industry feels it indispensable to see 
to it that its quota in the American market is not gradually eroded 
away as a result of pressures and demands from other producers. 


Vv 
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A great deal of this was the groundwork, the basic mechanism 
which was utilized in connection with this contest, but which is avail- 
able for future legislative considerations. 

The CuarrMan. I appreciate that. The Chair is not challenging 
the legality of it, the propriety of it, or the necessity for it. 

Mr. Batu. Thank you. 

The Cuarrman. But I am simply trying to make the record reflect 
the fact, because, as you know, we have had considerable comments, 
yublications by individuals, columnists, and others, regarding lobbying 
here in Washington. 

We feel the people are entitled to know what it is, what it consists 
of, whether it is large or small; how effective it is if we can determine 
that. Lam not sure. 

From the record so far as our testimony shows, the oil industry 
organized to support the so-called gas bill for the oil and gas interests. 

If I am not mistaken the expenditures that have been disclosed 
here in testimony so far with respect to the sugar industry somewhat 
compare with the expenditures we have been able to uncover in con- 
nection with the lobbying in the gas and oil industry. 

I think I am about right. So while some people think that the oil 
industry and the gas industry are the biggest lobbyists, I am not 
quite sure. 

Mr. Bat. I entirely agree with you, sir. I simply want again to 
reiterate that only a portion of that amount was for lobbying in the 
sense of direct communication with Members of Congress. 

The CHarrman. So was that of the oil industry, setting up an 
educational committee, too. 

After all, it was all for the same purpose. 

Now you have put yours all together, have you not? 

Mr. Batu. That is right. 

The CuarrmMan. You have not tried to separate it? 

Mr. Batu. No. We have put them all together in the statements 
that we filed under the Foreign Agents Registration Act. We did 
make an allocation in the statement we filed under the Lobbying Act. 

The Cuarrman. You have been frank about it. All of it was ex- 
pended in trying to influence this legislation ? 

Mr. Bauu. Certainly all of it was expended to protect the interests 
of our clients. 

The Cuarman. By protecting your clients’ interests, that was re- 
lated to legislation ? 

Mr. Batu. Right. 

The CHatrrman. I commend you for being very frank about it. You 
have been helpful to the committee, sir. I have no criticism. 

All lam trying to do is to get the facts. 

_ Again the Chair repeats, T do not condemn lobbying. I think there 
is a necessity for any interest, where legislation is pending that may 
affect it, it is quite proper for that industry to present its case to 
Members of Congress. So long as it does it through moral and legal 
channels and ethics I have no condemnation of it at all. 

_ But I think the American people are entitled to know, and I think 
it is the duty of this committee insofar as it is able to do so, to lay the 
plain facts on the table face up so that if legislation then is needed to 
revise the Lobbying Act, or to revise any other statutes so far as the 
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testimony may indicate, that the Congress may be so informed and 
act accordin iy. 

Now, may Tenis a little further ? 

Did you or your clients, the interests you represent, make any cam- 
paign contributions during the period of time we have covered in your 
testimony ? 

Mr. Bau. Speaking for myself, I made no campaign contributions 
during the period that we have covered here, of 1955 and 1956, to the 
campaign of any Member of Congress or the Senate. 

I did make a personal contribution to the presidential campaign. 

The CHarrman. Do you know whether any of these interests that 
you represented, talking about the Cuban industry, whether any of 
those made campaign contributions, those who were your clients? 

Mr. Bau. I know of none, to my knowledge, and I would be amazed 
if there were any. 

The CuarrMan. So you relied upon an educational campaign and 
personal contacts ? 

Mr. Batu. That is right. 

The Cuarrman. To try to present your case and have it considered 
favorably by the Congress ? 

Mr. Batu. Right, sir. 

The Cuarrman. Are there any other questions? 

Senator Tuyr. How many years have you been representing the 
companies that you represent ? 

Mr. Bau. I explained at the beginning of my testimony, Senator 
Thye, that we were first retained in a very preliminary way, that is, 
we were first asked to explore the situation as a precedent to a retainer, 
in the late fall of 1954. 

We actually started working seriously on this matter in January 
1955. 

Senator Ture. How did they happen to select you as the ones to do 
this preliminary work? 

Mr. Bauu. I had had some other experience in legislative work, in a 
somewhat parallel situation. 

Senator Ture. In which manner? 

Mr. Bau. I did some work in 1953 for the American business com- 
munity of Venezuela in connection with the oil importation, and at 
that time developed some of the same techniques for the identification 
of interests who were selling on the Venezuelan market. 

There was some parallel there because of the fact that Cuba and 
Venezuela are both single-commodity economies. But I no longer 
represent those interests. 

n fact, we represented them only 1 year. It ended in 1953. In 
addition we were recommended by, I believe, another firm in New 
York and by some other friends of ours. 

Senator Purrreiz. Mr. Ball, you report $271,327 as receipts and 
expenditures. 

Mr. Batu. That is right. That is total money received and to be 
expended on outstanding account. 

Senator Purreii. All to be expended in the interest of this act? 

Mr. Batu. No. That is not quite true, sir. We have made an 


allocation as to what we considered to be actual lobbying and that 
was filed under the Lobbying Act. 


in 


p) 
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The great part of this we did not consider to be lobbying as defined 
in the act and interpreted in the Harris case. 

Senator Purrett. You mean the gathering of information, the com- 
piling of statistics ? 

Mr. Batu. That is right. 

Senator Purre.t. Will you give me the figure on the compiling of 
statistics, that. portion of $271,000 that you did not feel was properly 
chargeable to lobbying ? 

Mr. Batu. That was the part that we did not feel properly charge- 
able to lobbying. I feel it amounts to, in terms of the IBM cost, the 
special clerical cost, in the neighborhood of twenty-eight or twenty- 
nine thousand dollars. 

In addition to that we would have to allocate a portion of our own 
fees for the development and supervision of that whole effort. 

Senator Purrect. Roughly, with the $28,000 off you are down to 
around $240,000, or a little more. The distribution of your fees would 
be in excess of $200,000 then for the lobbying. 

Mr. Batu. No. There are many things involved in this whole 
statement. 

In addition to that background work there was the preparation 
of the brief which we referred to which was a matter of many weeks 
of work and a great deal of research which was separate and apart 
from this IBM study. 

Senator Purre.t. You are reporting, then, the amount of money 
for lobbying. What is that amount? 

Mr. Batu. On what we have received so far we have reported for 
lobbying $60,000 of receipts. This is purely an estimate, but there 
will be another $27,000. We have not yet filed that because we have 
not received it, but I think it will be in that neighborhood. 

Senator Porter. Roughly $87,000? 

Mr. Bax. Somewhere in that neighborhood. 

Senator Purret.. The other part of this $271,000 is for items which 
you feel in some instances are nonrecurring, such as the gathering 
of information, the compiling of statistics? 

Mr. Batt. Yes. Suppose we turn it around, Senator, and look at 
how lobbying is defined in the act and, with the Harris case interpre- 
tation, then pick out of that the amounts that are properly allocable 
to that type of work. 

I think it is a little easier to doit that way. That is how we arrived 
at these allocations. 

Frankly, they are arbitrary. I don’t know whether they are right 
ornot. They represent our best judgement. 

Senator Purrett. How do they compare with the amounts that 
Were spent in prior years by the same association which you represent ? 

Mr. Baru. It has not spent anything in prior years so far as I 
know. 

Senator Purrety. So they had not spent any? 

Mr. Batt. No, they had not, because this was a beginning of a 
new effort on their part. 

Senator Purrett. They had not spent any, organized as they were, 
at the time you took over: is that correct ? 

Mr. Batu. That is right. 

Senator Purrett. You do not know whether they were organized 
otherwise prior to that time to spend money ? , . 
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Mr. Bau. No. 

Senator Purreii. I want to get a comparison of the amount of 
money spent this year and last year. 

Mr. Baty. The reason they have not is that in prior years there 
has been no contest on sugar legislation. It had been done by 
agreement. : 

Last year it was apparent they might not be able to do it that way. 
So they decided they needed to establish a mechanism to protect their 
interests here. 

Senator Ture. During the war years there was not a question in 
the United States about what kind of crop was produced because there 
was a scarcity of almost all agricultural commodities, but as you came 
into the postwar era and recognized the pressure in the United States 
for an increase in both the beet and the sugarcane production, you 
knew that there was a possibility of a limited tonnage of exports out 
of Cuba. Therefore, you were organizing in order to send out the 
necessary propaganda to get the business to support the Cuban 
imports. 

Mr. Batt. I think that states it very well. 

During the war Cuba was the supplier to a very large extent of 
American requirements because the domestic producers turned to the 
production of other crops. 

Cuba was geographically located that it could be our reservoir of 
sugar during that period. 

I want to say for the record that Cuba undertook to sell sugar to 
the United States at substantially less than the world price, recogniz- 
ing this was a contribution to the combined war effort. 

Now, Cuba, at the time of the Korean war, when there was again 
the threat of a serious shortage, increased her production and when 
the Korean war terminated, found herself with a very large sugar 
surplus on hand. It had the surplus stock which was bearing down 
on the Cuban economy and it felt that it could not stand a cut in its 
quota in the American market. 

What was most important to it, what was under consideration, was 
not merely its present quota, but its share in the growth of the Ameri- 
can market in the future. 

So the Cuban industry was looking at it from the long-term point 
of view and deciding that what happened in the congressional de- 
termination on the sugar bill would affect the whole economic future 
of Cuba. 

This was of major importance to them. 

Senator Toye. A portion of the money was spent for what you 
called educational work ? 

Mr. Batt. That is right. 

Senator TuyE. Had that work been conducted prior to 1956? 

Mr. Batu. Not to my knowledge. 

Senator Tyr. So there was no money spent for that purpose 
either ? 

Mr. Baty. No, except through the Cuban Sugar Council which Mr. 
Crosby described yesterday. 

The Cuarrman. You spoke about the Lobbying Act as you inter- 
preted it. As the act is now, the present law, and the Supreme Court 
decision in the Harris case, do you still find it difficult to interpret 
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the act and know exactly what it means and what you should report 
and should not ? 

Mr. Batu. I think the late Mr. Justice Jackson described the act 
much better than I could. He said in his dissent: 

The clearest feature of this case is that it begins with an act so mischievously 
vague that the Government charged with its enforcement does not understand 
it, for some of its important assumptions are rejected by the Court's inter- 
pretation. 

What we find ourselves confronted with is an act which is very 
imprecise in its definitions, which has been materially changed in its 
apparent meaning by an yay oy aaa of the Supreme Court of the 
United States. If we follow the interpretation of the Supreme Court 
we are always subject to the possibility that a different later court 
may reinterpret the act. There is no ex post facto clause for changes 
in judicial interpretations. 

The CHarrMAN, That is not a hazard peculiar to the Lobbying Act, 
is it? 

Mr. Bary. No. 

The CuarrMAN. From observations of the Court we may expect 
future Courts, even this Court, to reverse itself at most any time. 

Mr. Bau. We find it difficult to interpret this act. We certainly 
have to make some determinations which are essentially arbitrary. 

The CHarrman. Then you feel that the act needs considerable re- 
vision if we are to have a lobbying act? 

Mr. Batu. I would very much like to see it revised; yes, sir. 

The, Seneeres Have you any suggestions as to how it may be 
revised ¢ 

Mr. Ba, I think obviously the place to start is with a much more 
explicit definition of what is meant by lobbying. 

The Cuarrman. In other words, whether the Congress intends to 
include, what is now designated by those who do so, educational cam- 
paigns ¢ 

Mr. Baux. That is right. 

And, speaking personally, I would resolve the doubts in favor of 
disclosure. I think the more the people know about activities in this 
whole area, the better off they are. 

The Cuamrman. In other words, you think the general objectives 
of the law are good ? 

Mr. Batt. I do, sir. 

The Carman. It is a question of perfecting a statute? 

Mr. Batu. Right. 

The Cuarrman. That will say what the intent of the Congress is 
so that that intent can be interpreted and understood ? 

Mr. Bauu. That is right. 

_Now, one of the big features which is lacking from the point of 
view of a practitioner is that there is no place where he can go for 
wae, interpretation. 

The Cuarrman. No administrator? 


_Mr. Batt. No administrator or body charged with its administra- 
tion. 

I would hope that Congress might see fit in its consideration to 
come up not only with a clarification but also with some standards 
which an administrative body could follow in making interpretations 
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and in giving advisory opinions to practitioners so that they could be 
certain that they are satisfying the law’s requirements. 

The CHarrman. Do you have any further recommendations? 

Mr. Batu. I would like to make one very tentative 

The Cuairman. The committee in good faith is seeking any in- 
formation or help we can get. 

Mr. Bau. I would like to make one very tentative suggestion here: 
That in the enforcement of any lobbying legislation, ultimately those 
who will determine the extent to which it is well enforced or not, are 
the Members of the Congress and the Senate, themselves. 

And it might—and I say “might,” because I have not explored all 
aspects of it—it might be useful to insure that this act is followed 
generally. The procedure might be adopted by the Congress which 
has been adopted by some Government departments, notably I think 
the Bureau of Internal Revenue, the Bureau of Immigration, and 
several others. For example, let us take the case of the Bureau of 
Internal Revenue: anyone who is representing a client before that 
Bureau becomes a member of the bar of that Bureau, or in this case 
registers under the Lobbying Act. 

He then receives some credentials saying he has done this. 

For myself I would be quite happy to be armed with credentials 
saying that I had registered under the Lobbying Act in behalf of 
certain clients in respect to certain legislation. 

I would also be quite happy to show this to the administrative as- 
sistant or to the secretary of any Member of Congress, or the Senate, 
when I went to call on them. 

Now I do not believe it would be administratively cumbersome and 
I think it would be useful. I put that before you as a purely personal 
suggestion. 

The Cyaan. Mr. Fay calls my attention to the fact that the 
Treasury Department issues to one who qualifies before it a certificate 
or small card. That is the credential to which you refer ? 

Mr. Batu. That is right; and whenever. you have a meeting with 
anyone in the Bureau of Internal Revenue you submit the card prior 
to discussing the matter with them. 

The CHarrman. Are there any further questions ¢ 

Thank you very much, Mr. Ball. 

Mr. Robert H. Shields and Mr. Frank A. Kemp, will you gentlemen 
be sworn ? 

You do solemnly swear that the evidence you shall give before this 
special Senate subcommittee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Kemp. I do. 

Mr. Surexps. I do. 

The CuarMan. Be seated. 

Gentlemen, state your names, your place of residence and your 
business or occupation, for the record, please. 
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TESTIMONY OF FRANK A. KEMP, CHAIRMAN, LEGISLATIVE COM- 
MITTEE OF AMERICAN SUGAR BEET INDUSTRY POLICY COM- 
MITTEE, AND PRESIDENT OF THE GREAT WESTERN SUGAR CO.; 
AND ROBERT H. SHIELDS, PRESIDENT AND GENERAL COUNSEL 
FOR UNITED STATES BEET SUGAR ASSOCIATION, WASHINGTON, 
D. C. 


Mr. Kemp. My name is Frank A. Kemp. I live in Denver, Colo. 
I have been an employee of the beet-sugar industry for 35 years and for 
2) years have been 

The CuarMan. Just a moment. 

Mr. Kemp. I thought you wanted to know what my occupation was. 

The CuHatmrman. What I would like to do is get through with all 
of the preliminaries before we proceed. 

You have answered the question by giving your name. 

Mr. Kempe. I think I did give my name and address, sir. 

The Cuamrman. And your business or occupation, whom you repre- 
sent. Have you given that? 

Mr. Kemp. No, that is what I was in the course of doing, sir. 

The Cuarrman. Allright; [amsorry. Go ahead. 

Mr. Kemp. I have been an employee of the beet-sugar industry for 
38 years and for 20 years have been, and am now, president of the 
(reat Western Sugar Co. 

I am chairman of the executive and legislative committees of the 
only industrywide organization. 

The Caarrman. Thank you very much, Mr. Kemp. 

Mr. Shields, will you identify yourself? 

Mr. Sutetps. My name is Robert H. Shields. I am president and 
general counsel of the United States Beet Sugar Association, located 
here in Washington. 

The CHarrman. Gentlemen, do either of you have a prepared state- 
ment? I believe you have, Mr. Kemp. 

Mr. Kemp. Yes. 

The CHatrman. Was the statement submitted within the rules of 
the committee ? 

Mr. Fay. It was, Mr. Chairman. 

The Cuarrman. Has it been examined and is there any objectionable 
material in it? 

Mr. Fay. I believe not. 

The Cuatrrman. The Chair has not had an opportunity to read your 
statement. We do try to screen them before permitting them to be 
read. Counsel advises me that the statement seems to be proper. 

If you care to, Mr. Kemp, you may proceed to read your statement, 
or, if you prefer just to have it printed in the record at this point, 
and comment on the highlights of it, we will handle it that way; 
whichever you prefer. 

Mr. Kempe. Thank you, sir. I believe I would save time if I read 
the statement, if I may. 

The Carrman. Yes; you know you are entitled to counsel. I as- 
sume you waive counsel ? 

Mr. Kemp. Yes. 

The Cuarrman. All right, you may proceed, Mr. Kemp. 
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Mr. Kemp. I am here at the request of your committee’s general 
counsel, who suggested that I report to you on the legislative activi- 
ties of the beet-sugar industry during the last Congress with respect 
to congressional consideration of amendments to the Sugar Act. 

I am proud of the industry and its record, and I am proud and hon- 
ored to appear for it before this distinguished committee. 

I am accompanied by Robert H. Shields, President of the United 
States Beet Sugar Association. Between us we hope to be able to 
answer any questions you may ask us. 

At the outset, Mr. Chairman, may I record the extreme courtesy 
and fairness shown to us by this committee and its staff. 

Your inquiry into lobbying and my assignment to describe the leg- 
islative activities of the beet-sugar industry during the past session, 
are somewhat clouded by what appears to be a general uncertainty as 
to the meaning or scope of “lobbying.” 

In its proper form, for the citizen to petition, consult with, and 
inform his Congressman and Senator, is a fundamental and inalienable 
right of a free democracy. Without this practice, I believe it would 
be impossible for the Congress intelligently to legislate. 

I intend here today, with your permission, to outline the legisla- 
tive activities of our industry in detail without reference to the defi- 
nition of lobbying in the Federal regulation of Lobbying Act. 

I would, therefore, like to make clear that I do not consider that 
any material part of these activities fell within the purview of that 
statute. 

To place these activities in proper perspective, I would like first to 
discuss sugar briefly, then the organization of the domestic beet-sugar 
industry, recall shortly the history of sugar legislation, and, finally, 
tell you of our activities with respect to the recently enacted amend- 
ments to the Sugar Act. 

As I will smplify later, Sugar Act extensions in 1947, and again in 
1951, were enacted without controversy and almost without dissent. 

Actually there was more appearance than substance of disagree- 
ment in the arguments regarding the amendments to the law which 
became effective last May. 

The principal issue before both the House and the Senate in respect 
to sugar legislation before this Congress, when the cards were all on 
top of the table, was found to concern the manner in which that portion 
a future increases in the United States sugar consumption to be 
allocated to foreign countries was to be divided between Cuba, Mexico, 
Peru, the Dominican Republic, and other full duty countries. Cer- 
tainly by the time the bill passed the House in July of 1955, differences 
of opinion had been largely narrowed to the one issue I have just 
mentioned. 

Sugar beets are grown in 22 States, extending from Michigan and 
Ohio to California, Oregon, and Washington. They are grown on 
40,000 American farms and this year approximately 850,000 acres of 
beets were planted. 

In the Rocky Mountain area, with which I am most familiar, the 
sugar beet industry is a vital and integral part of the community. 
Between November 20 and December 15 of this year my company 
alone will have paid close to $29 million. to farmers as initial payment 
on their 1956 crop of beets. 

(At this point Senator Gore entered the hearing room.) 
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Mr. Kemp. For about 35 years farmers’ returns for their beets have 
been based upon a percentage of the net sales price of the sugar made 
from their beets. ‘Thus, farmers, just as much as processors, are con- 
cerned with the market for our sugar. 

A root crop, intensively cultivated, is of tremendous value in a 
<ound crop rotation. Beet byproducts—the pulp which r-nains after 
the sugar has been extracted and the beet sugar final molasses—are 
creat livestock feeds and in the sugar beet areas have brought about 
a system of livestock feeding on the farm, with the manure ener 
returning to the soil most of the plant nutrients used in the beet pro- 
duction, thus restoring fertility and helping to increase the yields of 
subsequent crops. 

As might be expected, recent years brought a number of important 
changes in the situation of the industry. Restrictive acreage allot- 
ments imposed for a number of other crops caused farmers to seek 
substitute uses for their lands and substantial acreages were planted 
to sugar beets out of land formerly used in other crop production. 

Substantial acreages of land in the West have recently been made 
productive by reclamation activities of the Federal Government. 
Sugar beets are one of the most important cash crops which can be 
grown on western irrigated lands and the settlers on reclamation 
projects naturally have sought the right to produce the beet crop. 

Sixteen companies are engaged in processing sugar beets. They 
operate 69 factories in 15 States. The farmers who grow the beets 
are organized in some 36 beet growers’ associations which actively 
represent the farmers’ interests. ‘These farmer groups, together with 
the 16 beet sugar processors, have formed a loosely drawn association 
which is called the American Sugar Beet Industry Policy Committee, 
which, for brevity, I shall hereafter refer to as the “policy committee.” 

The policy committee was formed in 1941 primarily to provide a 
forum at which the common problems of the industry arising out 
of the war could be considered and dealt with. These problems in- 
cluded price controls, sugar rationing, fertilizer allocations, the pro- 
curement of necessary field labor, and container and machinery 
allocations. 

Throughout the past 15 years the policy committee has met at 
irregular intervals to consider whatever problems of the beet sugar 
industry then existed in which growers and processors had a common 
interest, such as migratory field workers, marketing allotments, acre- 
age allotments, Se eieaieadien of fieldwork and participation with the 
Department of Agriculture in probleias of the sugar beet industry. 

The policy committee has no staff, no paid employee, and no office. 
[ts annual expenses, except for 1955, which I will discuss later in con- 
nection with legislative activities, has been in the order of about $120 
a year—principally for stationery and postage. It has made no polit- 
ical contributions whatever. 

A farmer, Harry Clark of the Mountain States Beet Growers Mar- 
keting Association of Colorado, is chairman of the policy committee. 
There are 15 farmer vice chairmen. I am chairman of the policy 
committee’s legislative and executive committees, whose memberships 


of about 20 in each case are equally divided between growers and 
processors, 
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The 16 sugar beet processors are members of the United States Beet 
Sugar Association, a trade association founded in 1914. Its president 
since 1949 has been Robert H. Shields. 

The paid staff of the association consists of Mr. Shields, Phillip E. 
Jones, who is secretary-treasurer, and four clerical employees. 

The annual budget of the association is, and for many years has 
been, ipabdaledhtte $120,000 a year, roughly two-thirds of the sum 
having been used to pay the salaries of the six employees I have just 
mentioned. 

We have furnished to your committee an itemized statement of the 
association’s expenses for the last 3 full years. 

Mr. Shields is vice president and a director of the Sugar Research 
Foundation, and also of Sugar Information, Inc., as well as of the 
sugar association which finances the activities of the two groups first 
named. These groups have their offices in New York. 

The foundation represents the sugar industries of 14 countries and 
spends about one-half million dollars a year in research for new 
nonfood uses for sugar. 

Sugar Information’s advertising and public relations program, 
financed by the sugar industries of all areas supplying the United 
States market, spends about $850,000 a year to promote increased 
sugar consumption among the American people. 

Mr. Shields has also frequently served as a member of the United 
States Department of Agriculture advisory committees on research 
and at other times has done the staff work for members of our asso- 
ciation serving on such committees. 

He is presently secretary of the task group on sugar of the Presi- 
dent’s Bipartisan Commission on Increased Industrial Use of Agri- 
cultural Products. 

He has been an industry adviser to the Government in negotiations 
with respect to international agreements on sugar and in this capacity 
attended several of the international sugar conferences. He also 
spends a great deal of his time in public relations work, particularly 
with farm organizations concerning agricultural research. 

The association, of course, keeps its members informed on any- 
thing, particularly in Washington, of interest to sugar beet processors. 
This includes the distribution of all sorts of data originating in the 
Department of Agriculture, statistical and economic data of our own, 
regular monthly reports on production and marketing, department 
action with respect to marketing allotments and acreage quotas, and 
during the time the sugar bills were pending it included frequent 
reporting on the progress—or lack of progress—of the bills. 

Your staff has copies of the association’s 1956 bulletins to its 
members. 

A substantial portion of the time of the association’s staff, particu- 
larly in the case of Mr. Shields, is spent on matters having nothing 
to do with Washington or the Federal Government. 

Except for a brief 4-year period, sugar has been the subject of 
Federal legislation during the entire life of this Republic. 

In 1789, for revenue purposes, the Congress imposed a tariff on raw 
sugar which for many years was a major source of Federal revenue. 
A sugar tariff has continued in effect in some form to this very date, 
except for a 4-year period ending in 1894. 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1147 


Following recommendation of President Roosevelt, the Congress 
in 1934 passed the Jones-Costigan amendment to the Agricultural 
\djustment Act, which in substance was reenacted in 1937 as the 
Sugar Act. 

( nder this sugar legislation, in effect from 1937 to 1948, 55.59 per- 
cent of the domestic sugar consumption was allocated to domestic 
areas, including Hawaii, Puerto Rico, and Virgin Islands. The 
remaining 44.41 percent was allocated to foreign nations with Cuba 
receiving, after a provision for the Philippimes, 98.64 percent of the 
malance. 

The 1948 act allocated 4,268,000 tons in fixed quotas to the domestic 
areas, and the remaining sugar consumption to foreign imports. Of 
the domestic quotas, 1,800,000 tons were allocated to the domestic 
beet area; 500,000 tons to the mainland cane area; 1,052,000 tons to 
Hawaii; 910,000 tons to Puerto Rico, and 6,000 tons to the Virgin 
Islands. 

After a fixed quota of about 975,000 tons assigned to the Philip- 
pines, 98.64 percent of all the sugar to be imported into the United 
States was allocated to Cuba. 

The 1951 act allocated an additional 170,000 tons to Puerto Rico; 
6,000 tons to the Virgin Islands; did not change the allocations to 
other domestic areas, and allocated to Cuba 96 percent of the growth 
of the United States market, and 96 percent of any deficit in the 
Philippme quota. 

You will note that in the 1948-55 period, a time during which our 
use of sugar increased about 1 million tons, the domestic industry did 
not share in the growth of the United States sugar consumption, 
which was very largely allocated to Cuba. 

The domestic industry felt that this temporary pattern was proper 
enough while our actual postwar needs were being established and it 
also served to permit the Cubans to adjust their high wartime pro- 
duction to realistic postwar requirements. 

In recent years, sugar legislation has been essentially noncontro- 
versial and bipartisan. The 1948 act was signed by the President 
just 5 weeks after it was introduced in the Congress and the 1951 
act was completed by Presidential signature only 10 weeks after 
introduction of the bill. 

| had the privilege of testifying in support of both of those acts 
for the entire domestic sugar industry, including the United States 
cane sugar refiners. 

In the case of both the 1948 and 1951 Sugar Acts, interested Mem- 
bers of Congress urged that, if possible, all controversy be settled 
by conferences within the industry and with the administrative de- 
partments to the end that the problems of the legislature would be 
clarified and simplified. In both years the various segments of the 
(lomestic sugar industry discussed proposed sugar legislation with 
each other, from time to time with representatives of foreign nations 
and with representatives of the Departments of Agriculture, State, 
and Interior, in advance of the introduction of bills in the Congress, 
in an attempt to work out quotas and other provisions acceptable to 
ull and which would be in the best interest of the Nation. 

We took pride in that approach and the results proved that the 


interests of the great consuming public were studiously recognized 
and protected. 
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The then Secretary of Agriculture, Clinton P. Anderson, did a 
magnificent job in 1947 in bringing together the conflicting claims of 
the different segments of the sugar industry with the result that the 
legislation proposed that year to the Con was, as I pointed out 
above, wholly noncontroversial. With the help of then Secretary 
Brannan, a similar result was achieved in 1951. 

The 1951 act expired, by its terms, December 31, 1956. During 
its consideration, the dqmestic industry had pointed out that if 
changed conditions made advisable amendment of its provisions, the 
facts would be brought before the Congress. 

Proceeding at the outset in precisely the same general fashion that 
had been followed in the development of the 1948 and 1951 laws, there 
were early in 1954 initial discussions concerning a new sugar act and 
various segments of the industry met many times during the suc- 
ceeding 214 years both among themselves, with various representa- 
tives of the Departments of iculture, State, and with Members 
of Congress in an effort to cana ik mutually acceptable compromise 
of conflicting claims of the various groups concerned. 

We had been successful in the past in achieving a satisfactory com- 
promise and so far as the domestic sugar industry is concerned, we 
did so this time. 

I would like to say that the result was accomplished with the help 
and guidance of Members of Congress from both Houses and from 
both sides of the aisle, who, in so doing, were making a most val- 
uable contribution to the work of the Congress. 

Developments which I have mentioned and other changed cir- 
cumstances had driven home to the domestic industry the fact that 
the time had come for the restoration of its historic right to share 
in the growth of sugar consumption in the United States. 

The CHairman. May I interrupt to inquire if that was the main 
issue. Was that the principal controversy ? 

Mr. Kemp. At the beginning, sir? 

The Cuarrman. All right, go ahead. 

Mr. Kemer. You will remember that that right, which the industry 
possessed under the 1937 act, had been voluntarily given up in the 
1948-56 period. 

Actually there was not a great deal of opposition to the industry's 
contention. All foreign nations other than Cuba frankly expressed 
their approval. 

I think it fair to say that even the Cubans really did not deny that 
the domestie industry should again be permitted to share in the 
growth of our own consumption, but there was difference of opinion 
as to when and from what starting point our sharing should be 
restored. 

On April 1, 1955, a bill was introduced by Senator Ellender, for 
himself and 48 other Senators, which, in substance, maintained exist- 
ing quotas on current consumption and allocated to the domestic in- 
dustry 55 pereent of the future growth in sugar consumption. 

Similar bills were introduced in the House by 28 Congressmen. In 
each case the bills were sponsored by about an equal number of Re- 
publicans and Democrats. 

As the sugar bills involved a tax, they have been first considered 
in the House where extensive hearings were held in June and July 
of 1955 by the Committee on Agriculture. 
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The administration publicly supported the basic claims of the 
domestic industry. 

On June 8, 1955, the Department of Agriculture released the “Ad- 
ministration Position on Proposed Sugar Legislation” endorsing the 
allocation of 55 percent of the sugar growth in excess of a base 5,350,- 
000 tons to the domestic industry. 

The administration position was taken after months of study by 
the interested departments and agencies, including a public hearing 
at the Department of Agriculture where interested parties were 
given the opportunity to be heard before ranking officials of the 
Department of Agriculture and other interested Government agen- 
cies. At this meeting I represented the domestic beet, mainland cane, 
and Hawaiian sugar industries. 

As the bill passed the House, it granted the domestic industry 50 
percent of the future grown in domestic sugar consumption above 
a base of 8,350,000 tons. 

In early 1956 the Senate Finance Committee held hearings and 
reported out a bill which gave the domestic industry 55 percent of 
the growth above an 8,350,000-ton base. 

I testified before the Finance Committee in support of that pro- 
posal for the entire domestic sugar industry, including the United 
States cane-sugar refiners. 

Commencing in the latter part of 1954, a very active and extensive 
publicity campaign was commenced by Cuban interests. In fact, 
they inundated the United States with letters in support of sales 
of Cuban sugar in this market. 

The governors of Rotary International at Habana sent a letter to 
all Rotary clubs throughout the United States enclosing a pamphlet, 
in Defense of Cuba’s Sugar Quota—Its Importance to Cuban-Ameri- 
can Trade Relations. 

About the same time a letter similar in import was sent to practically 
all American exporters to Cuba of goods of every kind. 

In November 1954 the United States Cuban Sugar Council 
apparently addressed a letter to all county agents throughout the 
United States, enclosing a bulletin entitled “Cuba as a Market for 
United States Agricultural Products.” 

In a number of areas throughout the country direct letters were 
received from the United States Cuban Sugar Council or its agents 
by exporters of goods and by agricultural and farm magazines. All 
this material followed a common pattern. It was not in support of 
any particular legislation, but it was intended to and did create the 
impression upon the reader that some drastic curtailment of Cuba’s 
then existing sugar market in this country was underway and the 
reader was asked to believe that no change in Cuba’s rights in our 
sugar market should be made. 

Material of the same kind was sent to various members of Congress. 
A delegation from a Cuban Chamber of Commerce visited a number 
of American cities espousing the same theme. 

Mr. Fay. Mr. Kemp, on that same point, can you tell the committee 
whether or not that might have been an American chamber of com- 
merce in Cuba? 

It was suggested that that was so. 


Mr. Kemp. I have a clipping here, Mr. Fay. Would you mind if 
I looked ? 


84131—57——_-85 
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Mr. Fay. I think it might be worthwhile for the record. 

Mr. Kemp. I think it is the United States Chamber of Commerce 
in Cuba. I will say that is my recollection. 

A group of Gabe labor union officials was brought here for a 
number of interviews—including several with Members of Congress. 

I have never heard of any other instance where a foreign interest 
so directly sought to build up an influence on legislation of this Nation. 
We are quite generous here. 

Of course, all this propaganda or educational material—depend- 
ing upon the light in which it is viewed—made no mention of the 
circumstances surrounding the domestic industry, its importance to 
the country, the fact that its members were also purchasers of United 
States agricultural and industrial products and were American 
taxpayers. 

The weight of the material thus sent out was such that we felt 
compelled to answer the general assertions and to correct what we con- 
sidered were misleading statements. 

The passage of the sugar bill in the House at the end of July 1955 
narrowed the field of controversy and the legislative scene shifted 
then to the Senate. 

From that time on the matters really at issue were not of prime 
importance to the domestic sugar industry because by that time our 
right to share in the future growth of the market had been established. 
The base at which we would commence to share had also been 
established. 

Of course, we were deeply interested in the early enactment of the 
legislation to extend the Sugar Act, but virtually everyone concerned 
was also interested in the extension of the act. There was bipartisan 
support in both Houses and a request for enactment of sugar legis- 
lation had been included in the President’s message to Congress. 

Not only were all segments of the domestic industry in favor of an 
extension of the Sugar Act, but I know of no foreign interest that 
opposed its extension. 

n the windup there was a great deal of dispute as to how the 45 
percent of the growth of our market allocated to foreign imports 
should be divided. The State Department advanced one proposal 
for its distribution: 

Cuban, Mexican, Peruvian, Santo Domingan, and other foreign 
interests appeared to be in disagreement as to the division of the 45 
percent among foreign nations, but you will recognize that no solution 
or disposition of that question would add 1 pound of sugar to the 
quota of any domestic area or make the slightest financial difference 
either to domestic growers or processors. 

Our concern then was that the Sugar Act be extended with the 
domestic amendments I have discussed, and this position was not at 
that stage seriously contested by anyone. 

Now, as to our legislative activity: There are 22 beet growing 
States with 44 Senators. It was our intention, and I hope we suc- 
ceeded, to make known to each of those Senators and as well to the 
Congressmen. from the beet-producing areas, the economic importance 
of the sugar-beet industry to their constituencies. 

In my experience over the years, I have always found Congress- 
men and Senators not only willing, but eager to be informed of the 
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impact on their respective districts or States of any proposed legis- 
lation. 

While I cannot make this statement of my own personal knowledge, 
I am satisfied that in connection with this legislation one or more 
sugar beet farmers and processors talked with every Senator and 
Congressman from the States and district growing beets. Those 
farmers and processors were in the business of growing beets and 
producing sugar. 

The law which controlled many phases of their business was to be 
reconsidered. It was natural, proper, and constructive that they 
should present the industry’s point of view to men before whom it 
would come up for legislative action. 

The pertinent facts were thus disseminated by people belonging 
to and engaged in the industry, no single one of whom was employed 
for the purpose of influencing any Member of Congress. 

The CuHarrMANn. You say that no single one of whom was employed 
for the purpose of influencing any Member of Congress? 

Mr. Sonim No, sir. 

The Cuatrman. By the people in the district, the lobby, to try to 
influence Congress ? 

Mr. Kemp. No, sir; they were not, not for that purpose. 

The Cuatrman. All right. Proceed. 

Mr. Kemp. I have mentioned that we thought it necessary—al- 
though if I had it to do over again, I would save the money—to answer 
the Cuban publicity campaign. In so doing, and in cooperation with 
the other domestic sugar-producing areas, we ae and dissemi- 
nated a pamphlet bearing the title, “Who Fills Our Sugar Bowl?” 
This was an 81% by 11 sheet, folded in thirds, a copy of which has been 
previously furnished to your staff. 

Approximately 27,000 copies were printed, of which about one-half 
were used—and the remainder thrown away. 

The Cuamman,. At that point, to keep the record straight, the 
Chair presents to you the pamphlet to which you refer. 

Mr. Kemp. That is a correct copy. 

The CHatrrman. That will be made exhibit No. 7 for reference. 

Mr. Kemp. Yes, I identify this as the pamphlet to which I referred. 

Most of those that were used were distributed to processors and 
growers who, no doubt, sent them to their Congressmen, their Senators, 
suppliers, and any others whom they felt might be interested. This 
dee ce and other mimeographed material incident to this endeavor 
involved an expenditure of about $18,000, of which $8,000 was paid 
by the policy committee. 

Further, of course, bulletins were constantly sent to members of 
the industry, by the various associations, advising them of the events 
relating to this legislation. 

As I said earlier, the policy committee’s normal expenses were about 
$120 a year. It registered in November 1954 under the Lobbying 
Act and reported receipts of $275, $10,674, and $150 in the years 
1954, 1955, and 1956, respectively, a total in receipts of $11,099. 

Included in the money spent by the policy committee was its $8,000 
contribution to the industry public-relations program described above. 

he policy committee’s expenditures were $466, $6,088, and $2,851, 
respectively, in the years 1954, 1955 and 1956, of which sums $95, 
$3,839, and $1,349, respectively, were considered to be for lobbying pur- 
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poses and were so reported. Figures for 1956 are through June 30, 
because I think the law was signed by the President at the end of May, 
so that carries through the whole legislative period. ' 

Puring this period the United States Beet Sugar Association con- 
tinued its normal association activities, with expenditures during this 
period roughly equal to its expenditures during the preceding years, 

Mr. Shields, president of the United States Beet Sugar Association, 
las been registered under the Lobbying Act since February 1947; the 
association’s secretary-treasurer registered in April 1954. | 

Obviously some portion of the association’s expenses were related 
to lobbying activities, and were so reported. 

While I think it is generally difficult to estimate the time any person 
spends on any particular matter, I am satisfied that each of them 
spent a relatively minor portion of his time on this legislation. 

The United States Beet Sugar Association registered in May 1955. 
As its reports show, it spent $12,764 considered as being in connection 
with this legislative activity ; $7,192 in 1955, and $5,571 in 1956. 

About two-thirds of the dollar amount of the expenditures thus 
reported by United States Beet Sugar Association was for wages and 
salaries, being that portion of the normal and regular salaries of 
Messrs. Shields and Jones, which was estimated to reflect the portion 
of their time which they spent on this matter. 

As T have already stated, neither was employed for this purpose, 
and their work on this matter was incidental to their regular duties 
for the association. 

Mr. Chairman, we have furnished your committee’s staff with what- 
ever information or material they have requested, and will continue to 
furnish them with any available material they may request. 

The CHarrman. Thank you very much, Mr. Kemp. 

I was impressed with one statement in your testimony. I think it 
appears on ease 10. The witnesses who have preceded you — 
senting the Cuban interests have testified and given us a report on their 
activities and expenditures in connection with this legislation, both as 
to educational campaign and as to direct lobbying. 

I note you say, and I quote: 

I have never heard of any other instance where a foreign interest so directly 
sought to build up an influence on legislation of this Nation. 

Do you regard the activities even in the magnitude which you ascribe 
to them, do you regard the activities in any way improper if they 
register and comply with our law? 

Mr. Kemp. Sir, my feeling about that springs out of a little dif- 
ferent approach than the question of propriety. 

This great American market is eagerly sought by the producers of 
a lot of things, the wool of New Zealand, the cattle of Mexico, and 
Canada, the wheat of Canada; a lot of things of that kind. 

I do not know of any instance where the producers of any of those 
commodities have undertaken any sort of direct campaign to influence 
legislation of this kind except by the Cuban sugar interests. 

The Cuamman. We might agree it is quite extensive as you describe 
it and I think the testimony shows it was quite extensive. 

But the question I am trying to resolve here in my own thinking, 
granted that it is true, granted that it had an interest that it wanted 
to protect, an interest that had been granted to it by law, and under 
existing law it was trying to retain and maintzin the interest which 
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ji had been previously accorded, in your judgment was there any im- 
propriety—so far as we know now there was no violation of law— 
would you regard it as an SOD OORT NE whether it was an impropriety 
under existing law, and do yout ink there should be legislative action 
to prevent such extensive activity in the future if such legislative 
action could be within the constitution, let us say ¢ 

What is you opinion about that? 

Mr. Kemer. Mr. Chairman, | am not sure I am qualified to express 
to the people who see this whole procession pass in front of them on 
that subject. Certainly nothing that was testified to yesterday after- 
noon or this morning would appear to have been in violation of what I 
consider to be the law. I have never read the law and don’t know 
much about it. 1 am a sugar man. 

I will say, sir, perhaps my indignation, and you will recognize it for 
that, stems out of what I think are in considerable part bad manners 
on their part. : 

I will tell you why. We have five sugar factories in Nebraska. 
They represent an investment of a good many millions of dollars. 
Yet one of the gentlemen who was here yesterday who did not testify, 
wrote a letter to a Nebraska farm paper which contains the follow- 
ing—after talking about all this foreign trade, it says: 

It seems apparent from the above data that maintaining and wherever pos- 
sible expanding the export market for farm products in Cuba is of greater 
importance to Nebraska agriculture than increasing the production of sugar 
beets. 

The Cuamman. That would actually be a matter of opinion; 
would it not? 

Mr. Kemp. I think so, sir. 

Right across the line from Nebraska is a little town called Torring- 
ton in Goshen County, Wyo. They have a Rotary Club in Torring- 
ton. The only business in the community is a beet-sugar factory 
that employs three or four hundred people. They get a letter from 
Habana saying in effect “We would Tides to have you fellows have a 


session, spend your time discussing this thing that is going to happen 
to us.” 
Here are some of the things said in it: 


The increases proposed by certain legislators, mouthpieces of the highly pro- 
tected sugar producers of their respective constituencies 


plus: 


It does not appear sensible to hurt the countless concerns who have been able 
to make Cuba an excellent market for their wares and a solid source of money 
income just in order to give additional advantages to a handful of overprivi- 
leged sugar producers. 


: You can see I get a little hot under the collar when I think about 
them. 

The Cuatrman. Is that what you are referring to as an illustration 
of bad manners? 

Mr. Kemp. Yes, sir. 

The Cuarrman. Obviously they had some pretty competent officials 
or employees to register as lobbyists. 

Mr. Kemp. Well, I wonder if that really did not do more harm 
than it did good. 

The Cuamman. Maybe it did. 

Are there any questions ? 
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Senator Ture. I do recognize as we have proceeded with this hear- 
ing that I was constantly in conflict with many a businessman in my 
State over sugar-beet acreage and over other farm questiuns. But | 
wish a great number of those business interests in the State would 
read this record and then they would commence to understand what 
some of us in Congress are subjected to because of a campaign by the 
American investor operating in Cuba and putting the pressure upon 
those of us in Congress who have sugar-beet producers and some excel- 
lent refineries in our respective States. These producers and refineries 
are doing a commendable job of aiding the producers in our State and 
benefit the economy of the United States. 

And yet we were every day subjected to pressure, which oftentimes 
came from American investors operating in Cuba who were using the 
technique and their intelligence in coming back and spearheading a 
‘ampaign against the American farmer. 

The Cuatman. Senator Gore, do you have any questions? 

Senator Gore. Thank you, Mr. Chairman. 

The witness made an observation a moment ago that the registra- 
tion of certain lobbyists representing a foreign interest may have 
done that interest more harm than good. 

Did you make that observation for the reason that it is improper in 
your opinion for a foreign interest that is engaged in domestic 
lobbying to register or were there other reasons supporting your 
position ? 

Mr. Kemp. Senator Gore, I did not intend that broad an applica- 
tion of the statement I made; what I really meant was that I doubted 
that it did the Cuban cause any good to write the Rotary Club at 
Torrington, Wyo., or to write the Nebraska farmer and tell them that 
they ought not to grow any more sugar. é 

I made no comment with respect to the propriety of registration of 
foreign agents in this country because I just don’t think I am quali- 
fied to speak on that. 

I do believe, sir, that this sugar question stands out almost alone 
in our economy. I don’t know of any other case where we have quite 
the same problem. 

Also, I think I might say that I do not know any other case, 
Senator, where the American market is so divided and where there 
are so many people who have so direct an interest in it. It is like 
trying to divide the banking business in Washington. Everybody 
has an interest. 

The way the Congress wants to receive the information on that 
problem, I think is pretty much to be decided by the experience of 
the Congress itself. I don’t know much about it, Senator. 

Senator Gore. If we explored the question very far we would soon 
be seeking an interpretation of the activity of a lobbyist and the par- 
ticular kind of activity which may require registration. 

But to use the term in its broad sense do you not indeed think there 
is a bound of propriety beyond which a foreign interest cannot prop- 
erly engage in undertaking to influence a domestic decision of the 
United States? 

Mr. Kemp. I do, Senator Gore. It seems to me that it is in the 
interest of this country that the relations between foreign countries 
and our country should be conducted through diplomatic channels in 
the main, and that the experienced people of our diplomatic staff 
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should be the means for conveying the interest of the foreign areas. 
If we get to talking about having the New Zealand alnewen, 
the Canadian wheatgrowers and so on appealing to the Congress, | 
wonder where it will end. 

Perhaps that is not a reason against it. 

Senator Gore. I think I would agree and perhaps you would agree 
that it is permissible and proper for someone, some person, or some 
agency, to be employed for the purpose of obtaining information, 
supplying that information to an interest, whether foreign or do- 
mestic, and the making of certain statistical information available 
upon request. 

I can see nothing wrong with that, upon brief consideration, but if 
» foreign interest undertakes a political operation to bring about po- 
litical influence in this country, then I woud say it is subject to serious 
question. 

Mr. Kemp. So do I, sir. 

Senator Gore. And it may well be a matter to which this commit- 
tee could properly give its attention. 

Mr. Kemp. I would like to point out another illustration of that, 
Senator Gore, to be found in the current appeal on the part of southern 
textile interests. Suppose the Japanese textile industry undertook 
to make the same sort of campaign that the Cuban sugar people made 
in the interest of legislation in this country. I cannot help but feel 
that they are not nationals. They are nonnationals. While I am 
quite willing to catch as catch can with the Cuban sugar interest, 
| think there should be some recognition that foreigners are not na- 
tionals. And that in the interest of Congress there might be -some 
consideration given to that fact. 

Senator Gore. You raise a question of immediate interest because 
[ have just this morning returned from a trip to the Far East during 
which I spent a week surveying the trade situation between the United 
States and Japan. 

I am happy to report that the United States trade with Japan is 
of growing importance. They are now our best customers in wheat 
grown in your area, cotton, soybeans, barley, coke, and coal, and 
important customers in many other items, including heavy machinery, 
generators, et cetera. 

Japan this year is buying twice as much from us as we are buying 
from her. 

While there I inquired into the troublesome textile problem. I will 
not undertake to discuss it here, but during the course of that inquiry 
| was asked by a citizen of Japan, or some citizens of Japan, what they 
could do to aid trade legislation in the United States. 

My answer to them was that it would be improper for them to do 
anything other than to supply information upon request. 

Now, maybe I advised them incorrectly, but that is my feeling in 
the matter. 

As you say, they are not citizens of this country; they cannot 
properly partake in the government and in the development of the 
policies of this country. 


Mr. Kemer. And it is not a two-way street. That is another trouble, 
too. 
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I often have wondered what would happen if I went to Habana and 
set up an office there to attempt to influence the Cuban economy. 

Senator Gore. You would not attempt it unless you had Mr. Ba- 
tista’s permission, 

The Cuatrman. The purpose of this committee is to explore every 
avenue which it thinks will be of interest and help to the Congress 
in enacting proper legislation. 

Senator Purtell ? 

Senator Purre.y. I have no questions. 

The CrarrMan. Counsel, do you have some questions? 

Mr. Fay. Yes, Mr. Chairman. 

Mr. Kemp, will you tell the committee just what efforts were ex- 
pended on behalf of the domestic interests, sugar interests, in connec- 
tion with the executive branch of the Government, anticipatory of 
the legislation that was introduced in the 84th Congress ? 

In other words, I am assuming the premise and I am asking you if 
you will explain it, that you had to sell the executive branch of the 
Government on the theory that the American producers were entitled 
to the 55 percent which ultimately was given them. 

Now, how did you do that? 

Mr. Kemp. Mr. Fay, to a man that comes from the sticks like I do, 
you have some hesitancy in speaking great names, but I have no 
reason not to completely unfold how this thing happened. 

I attempted to say, and I did say in my statement, that in 1947 
Senator Anderson, a member of this committee, who was then Secre- 
tary of Agriculture, took the lead—we had emerged from the war; 
we had to find out what the sugar business of this country was going 
to be. 

In 1937 there had been a quarrel and you could not get down the 
halls to the chairmen of the two committees because of the sugar peo- 
ple hanging around there to express their opinions about what ought 
to be done. 

It was perfectly proper, but, nevertheless, you could not get down 
the hall. I think Senator Anderson was then in the House and having 
gone through that, he recognized that there ought to be some way 
in which you could bring about an agreement in the interest of the 
Congress. We did that in 1947. 

As I recall it there was one negative vote in the two Houses. We 
got it done again in 1951 by the process of going to the executive 
department and saying, “We have an interest in this legislation, yes, 
but we are also citizens of the United States. The Sugar Act has 
been good legislation. It has worked well in behalf of both con- 
sumers and producers and we want to contribute anything we can 
to a sound and satisfactory result.” 

We started again in 1954. The reason we started was because 
both the mainland cane area and the beet people had produced in 
excess of their marketing privilege and they had stocks that were 
bearing down heavily upon them. The Louisiana people were par- 
ticularly in trouble. Actually, the situation was this: As many of 
you gentlemen know, the harvest in Louisiana commences in October. 
Yet they had so much stock that they were not going to be able to 
sell, under the restrictive provisions of the Sugar Act, a pound of 
sugar until the next year. They had to put it in storage. 

They said, “We have to have some relief now”. 
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So we said, “Well, let us follow the pattern of 1947 and 1951. Let 
ys see if we cannot get everybody concerned with this thing, with the 
ielp of people from the sugar States, people from the other States, 
n the Congress, and see if we cannot resolve this into an acceptable 
whole that will do the job”. 

| think we had some trouble with each other, as always happens. 
We are competitors in this market. 

What the beet people don’t supply, Louisiana may, or Hawaii may, 
and so on. 

So we fought it out and sweated it out ourselves. 

Then we started with the executive departments. We went to 
State, first. We said, “All right, it is a little early because the law 
is yet in effect, but it is our experience if you don’t start these things 
1 time they become more difficult and we believe they should be 
commenced before a lot of temper is engendered.” 

That was the start of it. 

A little later on I went with Senators Ferguson and Barrett to see 
the President, and as nearly as I can remember I said—I think the 
Congress was about to adjourn, this was in 1954—We will have to 
consider this thing next year, sir.” 

There was a conference to be held at Caracas in a very few weeks. 
There was a good deal of newspaper report to the effect that there 
would be some trading going on there. 

And I think the three of us said—I supplied the technical data 
to the industry—that as we get back here next year in 1955, sugar 
ought to be considered. Someone in the executive branch might lead 
the way so that all the people could be brought into a harmonious 
whole 

I think I said also in the meantime, having the Caracas conference 
in mind, that there should not be any commitments made that would 
be harmful. 

Mr, Fay. Actually, Mr. Holland, the Assistant Secretary of State, 
was the representative there at that Caracas meeting, was he not? 

Mr. Kemp. I don’t think Mr. Holland was with the President that 
day. I think Dr. Hauge 

Mr. Fay. 7 am talking about Caracas. Our representative there 
was Mr. Holland ? 

Mr. Kemp. I think so. 

Mr. Fay. But at this meeting Mr. Hauge was present. 

Mr, Kemp. Yes, sir; that is my recollection. 

Mr. Fay. Have you concluded as to what you think then was the 
process of selling it to the executive branch ? 

Mr. Kemr. Well, we went home. That was in the fall of 1954. 
My recollection was that it was in January of 1955, 28 Senators went 
to see the President and said, “All right, it is 1955. We had better 
rewrite the Sugar Act. Why not appoint the Secretary of Agriculture 
to get things started within the executive department ?¢” 

Mr. Fay. Right on that point, can you tell this committee again, 
do you know what originated or prompted those 28 Senators to appear 
before the President with that request? Was it a sprnneninetis action, 
or was it the domestic interest or foreign interest ? 

Mr. Kemp. I think the domestic interests had proposed that. 

Mr. Fay. To the Senators? 
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Mr. Kemp. Yes, sir. 

Mr. Fay. I see, sir. 

Senator Tuye. Mr. Chairman, I represent a State that does produce 
considerable sugar beets and it is perfectly natural as a Member of 
Congress that I should interest myself because I had been meeting with 
the producers in the States prior to the reconvening of Congress in 
1955. It was perfectly natural that we assemble ourselves in an 
attempt to bring about action that would enable us to enact legislation 
prior to the expiration of the Sugar Act. 

Mr. Kemp. Precisely, sir, and we in the industry have been very 
grateful to you for your interest in our problems. 

Senator Ture. It is a part of the economy of the State. It is one 
of the best crops that we have and there is constantly a clamor for 
additional acreage in sugar beets in Minnesota. 

Mr. Kemp. That is right. 

The Cuareman. Are there any further questions ? 

Counsel ? 

Mr. Fay. That is all. 

The Cuatrman. I have just one or two concluding questions and 
this will apply to you, too, Mr. Shield. We will be very glad to have 
you make any suggestions or recommendations with respect to the 
Lobbying Act, if you have any in mind. 

Mr. Shields, I believe you have been registered as a lobbyist for a 
number of years ? 

Mr. Sutexps. Yes, sir. 

I would make a suggestion, or two. I am not sure how helpful 
they will be. I would like to state first that I think it is in the public 
interest that people who are paid to represent others should register 
and should record that representation. 

I think that is basic and fundamental. I have sometimes wondered 
whether to go further and ask for all of this financial data that is 
asked for, particularly in connection with a trade association executive 
who is the head of a multipurpose organization, whether on balance, 
that is worthwhile. Also whether there should not be a distinction 
drawn between a trade association representative, where legislative 
activity is an incidental function every 4 or 5 years, and a man that 
spends his full time representing people. This is something you might 
consider. 

Now as to what Senator Purtell calls the gray area; it is difficult 
to know what should be reported under the existing law. 

I think there are two ways perhaps that that problem might be 
attacked. One is to try to sharpen the definitions in the act as to 
exactly what is meant. 

A second, I think, would be to provide in the legislation that some- 
one, the Secretary of the Senate or the Clerk of the House, be em- 
powered to write regulations to interpret the law so this gray area 
would tend to disappear. 

The CHAIRMAN. ' other words, there should be some administrative 
authority. 

Mr. Sureips. At least some authority that is enpowered to write 
regulations to help clear up these points which you just cannot antici- 

ate. 
" The CaarrmaNn. That would be administrative ? 

Mr. Surexps. Yes. 
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I may report under the present law on one basis and somebody else 
may report on another basis. There are no interpretative regulations; 
they are badly needed. 

I had not thought of it before, but I think the suggestion of Mr. 
Ball’s about a registration card is an excellent idea. 

The CuHarrman. I do not believe we got into the record of the total 
expenditures of the United States Beet Sugar Association for 1955. 
I have before me a memorandum from the staff here, which informa- 
tion I assume you supplied, of the total of $133,840.91; is that correct ? 

Mr. Suretps. That is correct. 

The CuarkmaN. How much of that was spent for lobbying now 
(an you break it down? 

Mr. Sutevps. The total amount is $5,571 for 1955. 

The Cuarrman. You have here “Trade Publicity”. 

Mr. Surevps. I beg your pardon, sir. That is for 1956. It is 
$7,192.50 for 1956. 

The CuarrMan. For lobbying ? 

Mr. SHrevps. Yes, sir. 

The CHatrman. You allocated, or you attributed to lobbying activi- 
ties ? 

Mr. Sutetps. That is correct. 

The CHarrman. And I believe you stated, Mr. Kemp, in your state- 
ment, that you made no political contributions whatsoever. 

Mr. Kemp. That is correct. I referred, of course, to the policy 
committee. 

If you want to ask me about my own personal contributions, I will 
be glad to tell you. 

The CHarrman. I am not particular about that, if you contributed. 
I would say probably you should have. 

Mr. Kemp. I see the burden falling on the Members of Congress. 
I think everybody in the country ought to. 

The Cuatrman. You contributed your own funds, not this policy 
committee fund ? 

Mr. Kemer. Nor my company’s fund. 

The Cuatrman. Mr. Shields, with respect to the United States 
Sugar Beet Association, were any of your funds of the $133,000 ex- 
pended for political contributions ? 

Mr. Suretps. No, sir. 

The Cuarrman. Gentlemen, are there any other questions? 

Mr. Fay. I have just one. 

I would like to have Mr. Shields identify this copy of a list of the 
members of the association, or Mr. Kemp, so that it might be entered 
in the record. 

The Cuatrman. Is that a correct list of your membership ? 

Mr. Kemp. It is a correct list. 

The Cuarrman. Then it may be printed in the record at this point. 

(The list referred to is as follows :) 


UNITED STATES BEET SUGAR ASSOCIATION MEMBERS 


The Amalgamated Sugar Co., First Security Bank Building, Ogden, Utah 
American Crystal Sugar Co., Boston Building, Denver, Colo. 

Buckeye Sugars, Inc., Ottawa, Ohio 

Franklin County Sugar Co., Carlton Building, Colorado Springs, Colo. 
The Great Western Sugar Co., Sugar Building, Denver, Colo. 
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Gunnison Sugar, Inc., 200 Beneficial Life Building, Salt Lake City, Utah 
Holly Sugar Corp., Holly Sugar Building, Colorado Springs, Colo. 

Layton Sugar Co., Post Office Box 306, Layton, Utah 

Menominee Sugar Co., Green Bay, Wis. 

Michigan Sugar Co., Saginaw, Mich. 

Monitor Sugar Division of Robert Gage Coal Co., Bay City, Mich. 


The National Sugar Manufacturing Co., 224 Union Station Building, Denver, 
Colo. 


Northern Ohio Sugar Co (wholly owned subsidiary of the Great Western Sugar 

Co.), Sugar Building, Denver, Colo. 

Spreckels Sugar Co., 2 Pine Street, San Francisco, Calif. 
Union Sugar Division, Consolidated Foods Corp., 230 California Street, San 

Francisco, Calif. 

Utah-Idaho Sugar Co., Salt Lake City, Utah 

Mr. Fay. Mr. Shields, could you subscribe to the statements that 
Mr. Kemp made with respect to the activities of your particular 
group? 

Mr. Suretps. Yes, sir. 

Mr. Fay. In this field? 

Mr. Srievps. Yes, sir. 

Mr. Fay. You parallel his activities, you work in conjunction with 
his group? 

Mr. Surevps. I do. He was chairman of our legislative committee 
and I worked with him all the time. 

Mr. Fay. Is there anything you can supplement to what he has to 
say ? 

Mr. Suretps. No; I don’t think so. 

The CHarrman. In other words, you verify all the statements in his 
prepared statement that relate to your activities? 

Mr. Sutetps. Yes, sir; Ido. Iam glad to adopt those as my own. 

Senator Gore. Mr. Kemp, the Election Subcommittee of the Rules 
Committee of the United States Senate is undertaking a study of those 
who have made political contributions of $500 or more, to particular 
campaigns or candidacies. Would you be involved in that group ? 

Mr. Kemp. I think in the case of one committee, the State central 
committee, I gave a little more than that. I gave to a number of com- 
mittees, some of them pretty small things $2, and that sort of thing. 

But I think in one case I did give more than $500. 

Senator Gorr. Was that to the central committee of your own 
State? 

Mr. Kemp. That is correct, sir. 

Senator Gore. Did you contribute $500 or more to any committee, 
campaign committee, in the State, other than your own? 

Mr. Kemp. No, sir. 

Senator Gorr. Thank you, Mr. Chairman. 

The Cuatrman. Gentlemen, we thank you very much. We appre- 
ciate the cooperation you have given us. 

Mr. Kemp. Thank you for your courtesy. 

The Cuarrman. The Chair had announced that although we had 
scheduled some hearings for tomorrow it appears that one of the wit- 
nesses because ot illness in the family, will not be able to attend and 
another one that is scheduled we might very well hear at some other 
time. 

We had planned to conclude the hearings by noon tomorrow. 

Under the circumstances, in view of the necessity for having to defer 
the testimony of this particular witness, I believe we can conclude this 
afternoon, and we shall undertake to do so, gentlemen. 
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Thank you, gentlemen. 

The committee will now stand in recess until 2 o'clock. 

(Thereupon, at 12:50 p. m., the subcommittee was recessed, to re 
convene at 2 p. m., same day.) 

(U. S. Cuban Sugar Council letter relating to Kemp testimony 


follows :) 


UNITED STATES CUBAN SUGAR COUNCIL, 
Washington, D.C., January 11, 1957 
The Hon. JoHN L. MCCLELLAN, 
Chairman, Senate Special Committee on Political Activities, 
Lobbying, and Campaign Contributions, 
Senate Office Building, Washington, D.C 

DEAR CHAIRMAN MCCLELLAN: I respectfully request your permission to include 
in the record of your committee’s hearings the following facts to clarify certain 
statements made by Mr. Frank A. Kemp before your committee on December 13, 
1956, as follows: 

A. In response to questions from the chairman, Mr. Kemp (pp. 2593-2504 of 
the stenographiec transcript) characterized as “bad manners” a single paragraph 
from a letter written by me to the editor of a Nebraska farm paper. This letter 
was written pursuant to a request from the editor for additional information 
about sugar following the receipt of a news release I had previously sent to the 
press generally. 

A perusal of the entire correspondence (three letters, dated September 14, 1 
and 23, 1954, and labeled “Exhibits A’, “B”, and “C” respectively), which is 
enclosed herewith, will, I trust, exonerate me from Mr. Kemp's charge of “bad 
manners” in this connection. 

B. In his testimony, Mr. Kemp (pp. 2584-2585 of the stenographic transcript) 
said, “In November 1954 the United States Cuban Sugar Council apparently ad- 
dressed a letter to all county agents throughout the United States, enclosing a 
bulletin entitled, ‘Cuba as a Market for United States Agricultural Products.’ ’ 

The “bulletin” referred to was an official publication of the United States De- 
partment of Agricultural issued under that title as Foreign Agriculture Report 
No. 81. Copies of the pamphlet and the accompanying letter (labeled “Exhibit 
D”) are enclosed for your committee’s information. 

©. Other instances cited by Mr. Kemp, apparently as “bad manners,” are: (1) 
A letter circulated by the Habana Rotary Club, and (2) visits to Washington by 
Cuban labor leaders. 

The United States Cuban Sugar Council is an American organization. It had 
nothing whatever to do with either of these matters. Both activities were, in 
my opinion, spontaneous manifestations of the tremendous concern of all Cubans 
about the United States market for their sugar. 

Respectfully yours, 


Roy A. BALLINGER, Secretary. 
(Enclosures referred to are in committee files. ) 


AFTER RECESS 


(The hearing was resumed at 2:05 p. m.) 

The Cuarrman. The committee will be in order. 

(Present at the convening of the hearing were Senators McClellan 
and Goldwater. ) 

The Cuatrman. Mr. Gilbert J. Durbin and Mr. Josiah Ferris. Will 
you come around, gentlemen. 

Do you and each of you solemnly swear that the evidence you shall 
give before this special Senate committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Durer. I do. 

Mr. Ferris. I do. 
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TESTIMONY OF GILBERT J. DURBIN, VICE PRESIDENT AND GEN. 
ERAL MANAGER, AND JOSIAH FERRIS, VICE PRESIDENT AND 
WASHINGTON REPRESENTATIVE, AMERICAN SUGAR CANE 
LEAGUE OF THE UNITED STATES OF AMERICA, INC. 


The Cuairman. Gentlemen, each of you state your name, your place 
of residence, and your business or occupation for the record. 

Mr. Dursrn. My name is Gilbert J. Durbin. I am the vice presi- 
dent and general manager of the American Sugar Cane League of the 
United States of America, Inc., and my office address and the head 
office of the American Sugar Cane League is 414 Whitney Building, 
New Orleans, La. 

Mr. Ferris. Iam Josiah Ferris. I am a vice president of the Ameri- 
can Sugar Cane League of the United States of America, Inc., and its 
Washington representative. My address is 510 Union Trust Building, 
Washington, D. C. 

The Cuarrman. Gentlemen, do you have prepared statements? 
Mr. Dursin. We do not have a prepared statement, Mr. Chairman. 
would like to make a short preliminary statement if I may. 

The Cuarrman. Do you waive the right of counsel ? 

Mr. Dursrn. We waive the right of counsel. 

The Cuatrrman. You may proceed, Mr. Durbin. 

Mr. Durstn. I appear here as a result of a telephone request from 
Mr. Weber, a member of the staff of this committee, to me in New 
Orleans on Monday of this week. I would like in this preliminary 
statement to explain briefly the nature of the organization which I 
represent. 

The Cuarrman. The American Sugar Cane League of the United 
States of America? 

Mr. Durer. Incorporated. 

The Cuarrman, All right. 

Mr. Dursin. This is a nonprofit organization, incorporated under 
the laws of the State of Louisiana. It was incorporated in 1922. It 
was formed at a time when the Louisiana sugar industry was almost 
completely wiped out by diseases in the sugarcane fields. It is an 
organization representing Louisiana sugarcane growers and Louisiana 
sugarcane processors. 

(Senator Purtell entered the hearing room.) 

Mr. Durpsin. We have 7,200 sugarcane growers who are members 
and 49 sugarcane mills which are members. 

The reason that the Louisiana sugar industry was almost wiped 
out in the 1920’s was due to the lack of research. This organization 
was formed for the primary purpose of providing for the industry 
an adequate research program and a means of getting the findings 
from research applied by the Louisiana sugarcane growers and 
processors. 

Since the date of its inception, that has been the major function 
of the organization. 

We have a very fine cooperative working relationship with the 
United States Department of Agriculture and the Louisiana Agri- 
cultural Experiment Station. There are a number of memorandums 
of agreement. covering various research projects in which all three 
agencies participate. The oldest one that is still in effect dates back 
to 1926 and is an agreement under which we breed new cane varieties. 


a 
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Under that agreement all three agencies, the United States Depart- 
ment of Agriculture, the Louisiana Agricultural Experiment Station, 
and the American Sugar Cane League, participate in the cost and in 
the active a carrying out of the breeding, the testing, the 
increase Of promising varieties and the distribution of those new 
varieties to sugar cane growers. 

We employ a full-time agronomist for the purpose of participating 
in that work with the scientists of the other two agencies and for the 
purpose of promoting the use of the research findings by the cane 
growers in the State. F 

We cooperate very closely with the agricultural extension service in 
the educational programs. We publish twice a month a publication 
entitled “The Sugar Bulletin”, which goes to all of the members, in 
which the results of research are published and in which recommen- 
dations regarding good farming practices are carried. 

We carry a weekly column in the 34 newspapers in the sugar area 
of Louisiana. We appear frequently on radio, television, and speak 
before scientific groups and farm groups in the sugar area. 

In addition to the research phase of our work, we act in a repre- 
sentative capacity for the Louisiana sugar cane growers and proc- 
essors before Federal and State agencies and tribunals, for in- 
stance, in the administration of the Sugar Act the United States 
Department of Agriculture is called upon to hold certain public 
hearings in connection with the establishment of acreage allotments 
to individual cane growers. 

In connection with the establishment of individual marketing 
quotas for mills, in connection with the establishment of minimum 
wage rates that growers must pay the workers on sugar cane farms, 
in connection with the establishment of a fair price for cane which 
the mills must pay the growers, and in connection with the total 
consumption estimate which involves the price of sugar. At all of 
these hearings the American Sugar Cane League acts as spokesman 
for the Louisiana Sugar Cane Growers and Processors. 

Naturally, preparing for those hearings involves many hours of 
work on the part of the league employees and on the part of various 
committee members of the American Sugar Cane League who, by the 
way, are not paid employees. 

Those are the main activities. Of course we engage in other ac- 
tivities like the promotional campaigns to encourage greater use of 
blackstrap molasses and the other products that we produce in 
Louisiana. Naturally, we serve as a source of information on the 
Louisiana sugar industry. We answer requests from various Gov- 
ernment agencies. Libraries and students all over the United States 
who want to know more about the Louisiana sugar industry write to 
us for that information. 

The Cuamman. All right, Mr. Ferris, do you care to make a pre- 
liminary statement ? 

Mr. Ferris. No, sir; I have none. 

The CHatrman. Counsel. 

Mr. Fay. Mr. Durbin, would you tell the committee how your 
league finances its operations, please, sir? 

Mr. Durstn. Yes, sir. We furnished to Mr. Weber a statement 
which ineludes a statement of the various places from which we get 
our funds. It is the second sheet of a copy that you have. The major 
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source of our funds comes from the dues which are paid by the 
Louisiana sugar cane growers and processors. Louisiana sugar cane 
growers who are members of the league pay 11% cents per ton of 
‘ane that they grow. The processors pay dues of 114 cents per ton 
of cane ground. You can get some idea of how that compares to the 
total returns on a ton of cane by realizing that the average return 
from a ton of cane is around $8 a ton, and the dues are 114 cents per 
ton. We do have just a few commercial members like banks and firms 
who do business with the Louisiana sugar industry. 

As you note, during our last budget year we received only $1,435 
from that source, $3,367.46 from advertising in this publication, $5,- 
401.99 interest and dividends on Government securities, and then an 
item on sugar cane receipts of $3,286.88, which represents fees on a 
new variety of cane that was distributed by the American Sugar Cane 
League to growers who wished to obtain a supply of that seed. 

Mr. Fay. Are you registered under the Lobbying Act in behalf of 
your league? 

Mr. Dursrn. I am not registered. Neither is the American Sugar 
Cane League. I might mention that in 1946 when this act was passed— 
I believe that is the year—the attorney for the American Sugar Cane 
League was asked to give an opinion to the officers of the league as to 
whether or not we were covered by the provisions of the act. He gave 
us a written opinion at that time stating that in his opinion neither the 
organization nor any of its employees was covered. I have talked 
with him since the decision by the Supreme Court in the Harris case, 
I believe it is, and he says that after reviewing that he thinks the 
Supreme Court confirmed the position that he took at that time. 

Mr. Fay. Mr. Ferris is registered under the act, I believe. 

Mr. Ferris. That is true. 

Mr. Fay. As the representative of the league, is that correct ? 

Mr. Ferris. I am registered under the act, sir, and the American 
Sugar Cane League is listed on my report as a client. 

Mr. Fay. That is what I had in mind. 

Mr. Ferris. Yes, sir. 

Mr. Fay. What was the nature of the activities of the league within 
your knowledge, Mr. Durbin, in the executive branch of the Govern- 
ment at the time the 1956 act was being considered in late 1954 and 
1955 ? 

Mr. Durern. As Mr. Frank Kemp explained this morning, the 
mainland cane area, composed of Louisiana and Florida, was the 
first domestic area to get in trouble under the sugar legislation which 
was then in effect. This was the situation that we faced in the spring 
of 1954: We had already been ordered to reduce our cane acreage 11 
percent. We had been operating with a fixed marketing quota since 
1948 of 500,000 tons. During the period from 1948 to 1954 we had 
been producing more than our marketing quota would allow us to 
sell. As a result, we had built up burdensome surpluses of sugar 
which could not be sold until they had been held over awaiting a new 
year’s quota. We realized that the 11 percent acreage cut that we 
had taken was only the beginning, that we faced much more drastic 
acreage cuts. The events have borne out our fears, because in 1955 
our acreage was cut 18 percent. This year we are operating with 
acreage that is about 2814 percent below our normal acreage. 
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In spite of these three acreage cuts, each one successively bigge: 
than the previous year’s cut, in spite of the fact that the Department 
of Agriculture purchased some 75,000 tons of sugar from us this year 
to ship to Korea which was not chs irged against our quota, and in 
spite of the fact that under the new sugar legislation we have gotten 
a 101,000-ton increase in our marketing quota for this year, we still 
have a burdensome surplus of sugar. In specific figures, on January 
1, 1957, we estimate that our effective inventory in the mainland cane 
area Will be 330,000 tons as compared to a normal inventory of 170,000 
tons. 

Asa result of that position that we saw we were in and the position 
that we saw we were facing in 1954, we began talking with the othe: 
domestic areas about the need for amending the Sugar Act to allow 
domestic areas to supply part of the additional sugar that was being 
demanded because of the growing consumption of sugar in the United 
states. 

Mr. Fay. If you would, the committee is more particularly inte: 
ested in just the activities, rather than the background of why the 
activities were necessary. We appreciate and, as you know, we have 
already heard quite a few witnesses giving us the background. If 
you can just restrict it, what we have m mind is your activities with 
the executive branch of the Government and thereafter with the legis- 
lative branch of the Government. 

Mr. Durptn. Practically all of our activities were in connectioi 
with the other domestic areas trying to compromise our differences 
during that period of time, although on numerous occasions we did 


talk with representatives of the Department of en and 


some representatives of the league accompanied other ¢ 
to na with representatives of the State Department. 

Mr. Fay. Who would be the representative of the league who would 
do that? Was that the chairman or the president? 

Mr. Dursin. These are the representatives of the American Sugar 
Cane League that made the trip to Washington: Mr. Wallace 
Kemper, who is chairman of the legislative committee of the Amer- 
ican Sugar Cane League. The president of the American Sugar Cane 
League. We had two presidents during this period. The first was 
Mr. J. P. Duhe. The second was M. F. A. Guagnard, Jr., and Mr. 
Ferris, the Washington representative. 

Mr. Fay. It was their responsibility to go in and present your case 
and your facts to the responsible authorities in State and in Federal 
agricultural departments ? 

Mr. Dursin. Right. And I accompanied them in most instances. 

Mr. Fay. They did that? 

Mr. Dursrn. That is right. 

Mr. Fay. Was a similar procedure as far the White House was 
concerned followed? Did you have occasions to present your case 
there ¢ 

Mr. Dursrin. As I remember it—and Mr. Ferris can check this—Mr. 
Ferris was the only representative of the American Sugar Cane 
League who attended the conference in the White House with the other 
domestic sugar area representatives ? 

Mr. Ferris. That is correct. 


omestic groups 
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CA 

Mr. Fay. Thereafter, did your league by its representative appear lL 

up here before the committees of Congress and give testimony on this be 
particular act? 

Mr. Dursin. As Mr. Kemp testified this morning, he acted as ta 

spokesman for the domestic sugar interests. B 


Mr. Fay. Which included your league? 

Mr. Durer. Including the American Sugar Cane League. 

In addition to that, Mr. Wallace C. Kemper, chairman of the p 
league’s legislative committee, filed a statement with the committee. bi 

Mr. Fay. Did Mr. Kemper or you thereafter confer with the Sena- 
tors from Louisiana or the Representatives from that State? 

Mr. Dursrn. Of course both the Senators from Louisiana and r 
Congressman Willis and Congressman Boggs are extremely interested ¢ 
in sugar legislation. 


Mr. Fay. I appreciate that. V 
Mr. Durst. They were conferring with us and we with them e 
during this entire period, yes, sir. t 
Mr. Fay. That is what I wanted to know. Was it necessary and 
did you confer with other Members of the Senate and the House I 


representing other States ? 

Mr. Durstx. No Members of the Senate. On one oceasion Mr. 
Wallace Kemper, Mr. J. P. Duhe and Mr. Ferris and I accompanied 
Congressman Edwin Willis at his request to visit some Members of 
the House Agriculture Committee. He explained to us that he 
wanted to explain to those members what the situation was in Louisi- | 
ana, and if they wanted to ask us any questions he wanted us there 
so could answer them. 

Mr. Fay. You, Mr. Ferris, filed a report under the Lobbying Act. 

Do you have at your fingertips the amount of expenditures which you 
attributed to lobbying in behalf of the league during the period 1955 
when you filed the report ? 

Mr. Ferris. I filed a report of expenses and receipts. I included in 
that report my total receipts, none of which I consider were paid 
me for lobbying. 

(Senator Thye entered the hearing room) 

Mr. Ferris. I didn’t know where to begin and where to end, and 
my best judgment was that in order to be safe I should make a full 
breast of everything, so I reported my entire income and some ex- 
penses which might or might not be considered connected with lobby- 
ing. 

I did report all of the expenses that I incurred. 

Mr. Fay. All of your time during the year 1955 was not devoted to 
what you would term lobbying, is that right ? 

Mr. Ferris. No, sir; a very small proportion of it. 

Mr. Fay. You had other duties? 

Mr. Ferris. Yes, sir. 

Mr. Fay. And you performed those duties? 

Mr. Ferris. Yes, sir. 

Mr. Fay. I believe, Mr. Chairman, that is all I have with respect 
to the League. 

The CuarrMan. Does your league make any political contributions?’ 

Mr. Dursrn. No, sir. I have been with the American Sugar Cane 
League since October 1951. I write all of the checks myself. There 
has never been a political contribution made during that period, and 
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| was told when I came with the organization that that had always 
been the policy. 

The CHamrMaNn. Were any of your expenses here paid for the enter- 
tainment of Congressmen or Senators or members of the Executive 
Branch of the Government f 

Mr. Dursin. No. 

The CuamrMAN, Your expenditures, then, were related directly to 
presenting your case to Members of Congress and the executive 
branch ¢ 

Mr. Dursrn. That is correct. 

The CaamrMan. Do you have any comments or suggestions with 
reference to the present lobbying law, any recommendations for 
changes to be made in it? 

Mr. Dursin. No, Mr. Chairman, I do not. I might comment after 
what I have heard here this morning that it would be of benefit to 
everyone if it were clarified, but I have no considered opinion to give 
the committee at this time. 

The Cuamman. Mr. Ferris said he couldn’t tell exactly what was 
required of him, and therefore just to be on the safe side he lumped 
all of his salary and expenses in that account; is that correct? 

Mr. Ferris. Yes, sir. 

The Cuarrman. Any questions, gentlemen ? 

Thank you very much. 

Let us call the next witness. Mr. John A. O’Donnell. Will you 
come around, please. 

You do solemnly swear that the evidence you shall give before 
this Senate special committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. O’Donnet. I do. 


TESTIMONY OF JOHN A. O'DONNELL, ATTORNEY AT LAW, WASH- 
INGTON, D. C., COUNSEL, PHILIPPINE SUGAR ASSOCIATION 


The CHAIRMAN. Be seated and state your name, your place of res- 
idence, and your business or occupation for the record, please. 

Mr. O’DonNetxt. Mr. Chairman and members of the committee, 
my name is John A. O’Donnell. I am a lawyer, with offices at 1025 
Connecticut Avenue. I am counsel for the Philippine Sugar Asso- 
ciation, which has offices at 2400 16th Street N.W. 

The CHARMAN. Being an attorney, I assume you waive the right 
of counsel 

Mr. O’DoNNELL. Yes, sir. 

The Cuamman. Do you have a prepared statement ? 

Mr. O’Donnetx. I do not, Mr. Chairman. 

The Cuamman. Would you care to make a brief preliminary state- 
ment of your organization, the organization which you represent? 

Mr. O’Donnetn. Before we come to that, Mr. Chairman, I was 
wondering if I could make a brief statement with respect to clarifying 
the record. 

The CHarman, You may, sir. 

Mr. O’Donneu. You will recall that the former Assistant Secre- 
tary of State for Foreign Affairs, the Honorable Henry F. Holland, 
testified on Tuesday afternoon with reference to the activities of the 
Department of State on sugar legislation. I made notes with respect 
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to his testimony, and during the course thereof Mr. Fay, counsel for 
the committee, asked him the State Department’s position with respect 
to the share of each of the foreign suppliers. Specifically, Mr. Fay 
stated, “What was the State Department’s position with respect to the 
Philippines ¢” 

Mr. Holland answered, “The Philippine Trade Act established , 
fixed quota.” 

For the purpose of background, Mr. Chairman, let me just say this: 
Since 1909 the Republic of the Philippines and the United States have 
operated under reciprocal free ae When the Philippines gaine: 
their independence in 1946, the United States Government did not fee! 
that this was a good time to start imposing tariffs on commodities, as 
they do with other foreign countries, in order to give this young Re- 
public a good start. 

With the end of hostilities in the Philippines, the United State: 
Congress immediately took action. Two laws were passed. One was 
the Philippine Rehabilitation Act of 1946, which authorized some 
$520 million for the payment of private and public claims, and the 
other was the Philippine Trade Act of 1946, which provides the 
Philippines a fixed quota of some 980,000 tons raw value in the 
American sugar market. 

In 1954, the President of the Republic of the Philippines sent a note 
to the President of the United States in which he proposed basic modi- 
fication of the Philippine Trade Act of 1946. 

As a result of that request, President Eisenhower in 1954 formed 
a committee which was headed up by Mr. James Langley, of New 
Hampshire, a publisher. By the same token, the President of the 
Republic of the Philippines sent a committee here headed by Senator 
Jose Laurel. These groups met in the United States for some 6 months, 
and they revised the Philippine Trade Act of 1946. As in all agree- 
ments, Mr. Chairman and members of the committee, concessions were 
made by both Governments. One of the objectives that the Philip- 
pines were seeking, and one that they got, is set forth in article 2 of 
Public Law 196, which is entitled “Philippine Trade Agreement Re- 
vision Act of 1955,” which was signed by the President on August |, 
1955, as follows: 

The establishment herein of the limitations on the amounts of Philippine raw 
and refined sugar that may be entered or withdrawn from warehouses in the 
United States for consumption shall be without prejudice to any increase which 
the Congress of the United States might allocate to the Philippines in the future. 

With the signing of this agreement—keeping in mind, gentlemen, 
please, that the Sugar Act was signed in May of 1956—the Philippine 
people’s hopes were raised, that they were going to participate in the 
increased consumption of sugar in the United States. Their hopes 
turned to disillusionment, for the reason that the Philippines were 
the only foreign supplier of sugar that did not share in the increased 
growth in the United States. 

I bring this out for the purpose of the record. The State Depart- 
ment, in both the hearings in the House and in the Senate, failed to 
mention this provision in the new trade agreement that gave the 


Philippines a right to request a share in the increased growth in the 
United States. 
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The CHAtrMAN. Did anyone appear before either of the committees, 
chen that legislation was pending, representing the Philippine Gov- 
rnment ¢ 

Mr. O'Donnety. Yes, sir; I did. 

The CuHatmeMan. You called it to their attention ¢ 

Mr. O’Donneii. Yes. Let me say this to you, Mr. Chairman: 
\pparently my voice did not fall on fallow ground, because as one of 
mv friends commented I got a victory in reverse. When the President 
of the United States signed the Sugar Act on May 29, 1956, he stated : 

It was not considered feasible to recommend an increase in the Philippine 
quota at this time. I believe, therefore, that when new amendments are being 
yrepared at the conclusion of the present act, consideration should be given to 
allowing the Philippines to share in increased consumption, as is now provided 

r other foreign countries by this bill. 

I am sorry to take this much time of this committee. It is not ger- 
mane to this hearing, but I did want to correct the record. 

The CHATRMAN,. That is all right. The Chair is very glad to give 
you that time. 

Mr. Counsel. 

Mr. Fay. You are registered under the Lobbying Act as a repre- 
sentative of the Philippine Sugar Association, Mr. O'Donnell 4 

Mr. O’DonneuL. Yes; I am. 

Mr. Fay. That association is composed of producers in the Philip- 
pine Islands; is it? 

Mr. O'DonneEt. It is composed of the 25 mills. 

Mr. Fay. How are the operations of the association financed / 

Mr. O’Donnetz. The operations of the assciation are financed by 
an assessment. First of all, the association is a voluntary association, 
but once you become a member there are certain bylaws and requisites, 

and one of them is with respect to the payment of sup orting assess- 
ents. 

Mr. Fay. In presenting the Philippine interests to the legislative 
branch of our Government you made contacts with representatives and 
Members of the Senate to present your facts so far as the Philippine 
Government, was concerned ? 

Mr. O’Donneti. Yes; I did, Mr. Fay. 

Mr. Fay. How many House Members did you see ? 

Mr. O’Donnetx. Probably 6 or 8 on the Agriculture Committee 
of the House, and maybe 3 or 4 on the Finance Committee of the 
United States Senate. 

Mr. Fay. Did you have occasion to send out any letters or memo- 
randums to’all the Members of the Congress and Members of the 
Senate ? 

Mr. O’Doxneti. We just sent one brochure which incorporated a 
speech of Congressman Zablocki who was chairman of the House 
Foreign Affairs Subcommittee for the Far East. He had made a 
trip to the Far East and visited the Philippines, and was very much 
interested in that area of the world. He made a speech on the floor 
of the House, and we incorporated that speech in the document you 
have in your hand. 

Mr. Fay. Which you made available to the committee staff. 

Mr. O’Donneti. Yes. 

Mr. Fay. Thank you. 
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The Cuarrman. If you will identify this document it may be made 
exhibit No. 8 for reference. 

May I ask at this point, are you the only one who was representing 
the Philippine Government in connection with this legislation ? 

Mr. O’Donnett, That is right. 

The Cuarrman. You are the only one who is registered as q 
lobbyist ? 

Mr. O’DonneExv. No one else represents the Philippines. 

The Cuatrman. You have no staff assisting you other than your 
regular 

Mr. O’Donnetxi. Other than regular employees. Mr. Jose Romero, 
though is the Washington representative, is a sugar expert, but he 
did no contact or lobbying work. 

The Cuatrman. In other words, his is just a matter of counsel to 
vou ¢ 

Mr. O’DonneEtu. That is right. 

The CuatrmMaNn. But not in any contacts with Members of Congress 
which could be considered efforts to influence legislation. 

Mr. O’Donnetx. That is right. 

The CHatrman. What was the total expenditures in connection 
with this? 

Mr. O’Donnett. Roughly around $6,000 per annum. 

The Cuairman. That is all the Philippine Government spends in 
connection with the sugar bill? 

Mr. O’DonneELu. That is all. 

The Cuatrrman. Any other questions, gentlemen ? 

You would not say that you did an extensive lobbying? 

Mr. O’Donnetxt. Well, Mr. Chairamn, let me put it to you this 
way: The Philippines felt that by reason of the revision of the Trade 
Agreement of 1946 and by reason of the fact that the Philippines 
were out of the sugar market for 15 years as a result of World War 
II, and by reason of the fact that they were a strong ally of the United 
States, and by reason of the fact that the United States was spending 
a billion-and-some-odd dollars on bases in the Philippines, and by 
reason of the fact that the Philippines were part and parcel of the 
United States for some 50 years, they felt that they were pretty much 
on home ground and in friendly territory and that the first time that 
the Sugar Act would come up the Philippines would have no problem 
participating. After all, sugar is 30 percent of the income of the 
Republic of the Philippines and it is a sad commentary, if I may say 
so, sir, that the little country which has been such a good friend and 
ally of ours in the last war got nothing. 

(Senator Gore entered the hearing room. ) 

Mr. O’Donnett. In addition, Mr. Chairman, a certain foreign 
sugar supplier, has a 200 percent greater quota than the Philippines, 
and yet they purchase only $20 million more than the Philippines does 
in this country. I admit this is not the forum—TI have had my day in 
court as far as the Sugar Act is concerned, but I feel very strongly 
about = and I am glad to have an opportunity to put the record 
straight. 

The CuarrMan. I think you of course want to press those views and 
those facts before the appropriate committees the next time legis- 
lation to revise the Sugar Act or to extend it may be before the Con- 
gress. You will want to present it then. I am hopeful, however, that 
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it will not require any lobbying expenditure than the mere submission 
of the facts to inform the Members of Congress of their duty in that 
respect. Thank you very much. 

Mr. O’Donnewt. Mr. Chairman, am I to take from that that our ex- 
penditures were in direct relation to what we got ! 

The Cuarrman. I said I hope it won’t be necessary for you to spend 
on the basis of your conviction and the merit of your position, and 
] hope it will not be necessary for the Government to spend anything. 

Mr. O’Donnett. Thank you very much. 

The Cuarrman. The next witness is Mr. Joel D. Wolfsohn. 

You do solemnly swear that the evidence you shall give before this 
special Senate committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Wotrsonn. I do. 


TESTIMONY OF JOEL D. WOLFSOHN, OF CHAPMAN, WOLFSOHN 
& FRIEDMAN, WASHINGTON, D. C., REPRESENTING UNION 
NACIONAL DE PRODUCTORES DE AZUCAR §. A. DE C. V. (SUGAR 
PRODUCERS OF MEXICO) 


The Cuarrman. Mr. Wolfsohn, state your name, your place of resi- 
dence, and your business or occupation. 

Mr. Wotrsoun. My name is Joel D. Wolfsohn. I am a partner in 
the law firm of Chapman, Wolfsohn & Friedman, with offices in the 
Pennsylvania Building in the District of Columbia. 

We represent the Union Nacional de Productores de Azucar, the 
Sugar Producers of Mexico. 

The Cuarrman. Would you put that in language that I might be 
able to understand ? 

Mr. Wotrsonn. With your permission we will just call them the 
Sugar Producers from now on. 

The Cuatrman. The Sugar Producers. 

Mr. Wotrsoun. Of Mexico. 

The Cuarrman. Thank you. 

You represent the Sugar Producers of Mexico. 

Mr. Wo.trsoun. That is right, sir. 

The Cuarrman. You waive counsel, I assume. 

Mr. Wotrsonn. That is right. 

The Cuarrman. Have you a preliminary statement that you would 
like to make? 

Mr. Wotrsoun. I should like to, please. 

The Cuarrman. You may. 

Mr. Wotrsoun. I should like to state, sir, that we were engaged as 
counsel by the Sugar Producers of Mexico in January of 1955 in an- 
ticipation of the proposal of amendments to the then Sugar Act. 

Mexico at that time, based on historic quota and historic considera- 
tions, had a quota of 12,200 tons, and the Sugar Producers hoped that 
they could convince the Members of the Congress that Mexico for a 
variety of reasons was entitled to a higher quota. 

The Cuarrman. When you are talking about this higher quota, and 
so forth, you are speaking primarily of the quota in the increased con- 
sumption of the United tates. 
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Mr. Wotrsonn. A quota in the consumption of the United States, 
a computation. 

The Cuarrman. I think I should get this clear. Of course 45 per- 
cent of domestic consumption was sie to all other countries out- 
=ide the United States; is that correct ? 

Mr. Worrsonn. That is right. 

The Cuarrman. With Cuba getting the major percentage of it. 

Mr. Wotrsonn. 96 percent of that. 

The CuarkMAN. Your client, the Mexican interests, felt that their 
quota should be increased even out of the 45 percent ? 

Mr. Wo.rsonn. We didn’t spell it out that way, sir. We felt that 
the Mexican quota should be increased. The determination of how 
it was to be achieved 

The CHarrMAn. You didn’t care whether it came out of that or came 
out of the increased consumption ? 

Mr. Worrsonn. We were hoping it would come out of increased 
consumption because we assumed that there would be an increased 
consumption in view of the growth of population. 

The Carman. And you assumed, I suppose, that the original 
quota that had been allocated previously would not be disturbed, that 
such an increase as any country got would come out of increased 
consumption ? 

Mr. Wotrsoun. We hoped so. 

The CHarrman, All right. 

Mr. Wotrsoun. Perhaps I ought to explain that the Sugar Pro- 
ducers of Mexico is an association of 96 sugar producers representing 
all of the sugar producers of Mexico. Of the 96 they have a board 
of 18 members of whom 3 are Government representatives, but the 
Government does not have any financial interest in this organization. 
This organization is supported through the sale of sugar, both domes- 
tic and abroad, in the United States and on the world market. It 
may be incidentally interesting to say that the price of sugar to 
domestic consumers in Mexico is controlled by the Government. 

We were given one major policy consideration by our client. Our 
clients recognized that the Congress of the United States had a first 
obligation to the American people, to the domestic producer, and 
therefore in all of our considerations and in all of our discussions we 
were under instructions from our clients to refrain from in any way 
disputing, arguing for or against, the quota or the assignment of 
quota which the domestic producers felt was appropriate for them. 

The CHarrMaANn. That was the 55 percent or coh other as they 
advocated ? 

Mr. WoiFsoun. That is right. We were addressing ourselves only 
to the part of the consumption figure which was to be available for 
offshore suppliers. 

Senator Purreiy. And your participation in that amount that was 
purchased outside of the limits of this country or outside of producers 
of this country was—what? Four percent? 

Mr. Wotrsoun. A part of 4 percent. We shared with the other 
full duty countries a all others in the 4 percent. I think perhaps, 





sir, I can stop now and try to answer whatever questions you care 
to propound. 


Senator Ture. Mr. Chairman, might I ask a question ? 
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Are the 96 all Mexican operators or are there some American 
operators involved there? 

Mr. Wotrsoun. It is my information, sir, that they are all Mexicans, 
that there are no American interests involved. 

Senator Toye. Thank you. 

Senator PurTE.u. Does that include all producers of sugar there ‘ 

Mr. Wo.Fsoun. It includes all producers, using the word “pro- 
ducer” in this case, sir, not as the grower but rather as the mill that 
operates in the first instance. 

Senator Purtet.. The processor ¢ 

Mr. Wotrsoun. The processing in the first instance. 

Senator Purrett. That does then take in all of the processors of 
sugar in Mexico ? 

Mr. Wotrsoun. That is my understanding. Of course, as you 
know, Mexican sugar is cane sugar, not beet. 

The CuatrmMan. Did you make efforts—I am sure you did—to rep- 
resent your client before the executive branch of the Government and 
also the legislative branch of the Government with respect to the 
legislation then in process, 

Mr. WotFsoun. We did, sir. We made representations to the De- 
partment of Agriculture and to the Department of State, and our 
senior partner, Mr. Oscar Chapman, appeared before the House Agri- 
culture Committee and then aon the Senate Finance Committee, 
making statements in support of the position which Mexico felt was 
proper. 

The CuHarrman. That is not regarded as lobbying. What did you 
do which comes within that category ¢ 

Mr. Wotrsoun. We talked to members of the several committees. 
We felt, first, that we had to register under the Foreign Agents Regis- 
tration Act, which we did, and second, we felt that even this little bit. 
since it involved a change in the sugar law, was to be considered as 
lobbying. We were representing a client. So we registered under 
the Lobbying Act. 

I might say I have provided the staff with copies. We made our 
initial approach to the Congress through a petition which we filed 
on behalf of our client setting forth the logic, as we saw it, of our 
position and requesting appropriate relief. 

The Cuarrman. Do you recognize this as a copy of that petition / 

Mr. Wotrsoun. Yes, sir; that is one. 

The CuHatmman. Then this document will be made exhibit No. 9 
for reference. 

What were your total expenditures in connection with your effort 
to influence legislation on behalf of your clients / 

Mr. Wotrsoun. The preparation, the economic study and the work 
that went on for that, and the printing of the petition and mimeo- 
graphing and miscellaneous expense over the period, I would think so, 
in the area of $10,000. 

The Cuairman. Did you make a report as required under the Lob- 
bying Act? 

Mr. Woxirsoun. Yes, sir; I did. 

The Cuarrman. I have before me what apears to be a copy of that 
report, which indicates that you spent some $28,616.33. 
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Mr. Worrsoun. That includes the fee for the counsel. I thought 
you were addressing yours solely to the expenditures other than the 
fee to our firm. 

The Cuarrman. That is the total amount, including the fee to your 
firm. 

Mr. Wotrsonn. That is right. 

The Cuarmman. What part of it was spent on entertaining Con- 
gressmen and Senators and members of the executive branch of the 
Government ? 

Mr. Wo.rsoun. So small a’part, sir, that I have no record of it. | 
mean by that that we may have asked some member of the executive 
branch to join us at lunch 

The CuHatrman. There was no general entertainment function 
given ? 

Mr. Wotrsonn. No, sir. 

The Cuarrman. Nothing out of the ordinary, just possibly lunch 
together or some item like that? 

Mr. Wotrsoun. That is right. 

The Cuarrman. Did your clients through you make any campaign 
contribution ? 

Mr. Wotrsoun. No, sir. 

The CuHarman. What. was the result—I don’t recall—what was the 
result of your effort? Did you get any additional quota for Mexico! 
Mr. Wotrsoun. We are very happy to report, sir, that we did. 

The CHarrman. You were more successful than some who have 
testified here. 

Are there any further questions by counsel ? 

Senator Gotpwater. Did you ever have occasion in this effort to con- 
tact anyone in the executive branch ? 

Mr. Wotrsoun. Yes. We talked to persons in the Sugar Branch 
of the Department of Agriculture and in the appropriate division 
of the State Department. I do recall also, sir, that I personally de- 
livered one of these petitions which has now been put in evidence to 
one of the men on the staff of Mr. Hauge at the White House for 
information. 

Senator GotpwaTer. Did you contact anyone directly in the White 
House? 

Mr. Wotrsoun. No, sir. 

Senator Gotpwater. Just as a matter of information, do you in the 


normal pursuit of your lobbying activities contact members of the 
White House staff? 


Mr. Wotrsoun. No, sir. 

Senator Gotpwater. That is all I have, Mr. Chairman. 

The CHarmman. Senator Thye? 

Senator Ture. No questions. 

The CuarrMan. Senator Purtell? Senator Gore? 

Thank you very much, Mr. Wolfsohn. 

Mr. Wotrsoun. Thank you, sir. 

The Cuarrman. Mr. Karasik. Come around, please, sir. Will you 
be sworn. 

You do solemnly swear that the evidence you shall give before this 
special Senate committee will be the truth, the whole truth, and noth- 
ing but the truth, so help you God? 
Mr. Karastx. I do. 
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TESTIMONY OF MONROE KARASIK, OF SURREY, KARASIK, GOULD 
& EFRON, WASHINGTON, D. C., REPRESENTING COMISION DE 
DEFENSA DEL AZUCAR Y FOMENTO DE LA CANA (DOMINICAN 
SUGAR COMMISSION) 


The CHarrMan. Be seated. 

Mr. Karasik, state your name, your place of residence, and your 
business occupation. 

Mr. Karastx. My name is Monroe Karasik. I am a member of the 
firm of Surrey, Karasik, Gould & Efron, lawyers, Woodward Build- 
ing, Washington, D. C. I live at 4625 36th Street NW., Washington, 
D.C. 

The CuHarrMAN. Does your firm represent some sugar interest or 
some government interested in the Sugar Act legislation of our Gov- 
ernment ¢ 

Mr. Karasrk. Yes, sir. My firm represented and represents the 
Dominican Sugar Commission. The correct name of which in Spanish 
is Comision de Defensa del Azucar y Fomenta de la Cana. 

The Cuarrman. The English interpretation of it, or version of it, 
would be adequate for my purpose. 

Mr. Karastx. Yes, sir. 

The CHarrMAn. Thank you, sir. 

Do you have a preliminary statement or prepared statement which 
you wish to present? 

Mr. Karastn. No, sir: I do not. 

The CHarrMan. You do not care to make a preliminary statement ? 

Mr. Karastk. No, sir. 

The Cuatrman. Mr. Counsel, you may proceed. 

Mr. Fay. Mr. Karasik, you are registered under the Lobbying Act 
and the Foreign Registration Act also. 

Mr. Karastk. Yes, sir: we are both. 

Mr. Fay. Under the Foreign Registration Act you and all regis- 
trants are required to file a report with the Department of Justice 
which is rather detailed with respect to all expenditures of any nature 
which are made in behalf of a foreign government ? 

Mr. Karastx. Yes, sir. 

Mr. Fay. You file, I take it, under the Foreign Agents Act? 

Mr. Karastk. Yes, sir: we do. 

Mr. Fay. What was the extent of your activities with respect to 
the representation of your client before the executive branch and 
the legislative branch of our country ? 

Mr. Karasrx. Beginning in the early part of 1955 we had extensive 
conversations with members of the Department of State and of the 
Department of Agriculture. Continuing, we had visits with many 
Members of the House Agriculture Committee. 

Mr. Fay. Did you have occasion also while in the executive branch 
phase of this to talk to anyone in the White House in connection 
with it? 

Mr. Karastx. No, sir. 

Mr. Fay. All right, sir. 

Mr. Karasrx. And ultimately with Members of the Senate Finance 
Committee. 

The CHamman. Do you consider those activities lobbying under 
the Lobbying Act? 
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Mr. Karasrg. Yes, sir. I wish it were a little more clear on activi. 
ties with respect to the executive branch. That doesn’t seem to be 
quite as well covered by the act (if indeed it is at all), but we consider 
that would be lobbying. 

The CHatrman. And you registered accordingly and reported 
accordingly ? 

Mr. Karastk. Yes, sir: we did. 

The Cuarrman. All right, go ahead. 

Mr. Fay. In your report you reported on total expenditure of 
$38,612. 

Mr. Karastx. We did; yes, sir. 

Mr. Fay. That was for the year 1956. 

Mr. Karasik. Yes, sir. 

The Cuatrman. How did your client fare with respect to partici- 
pating in the increased allotment ? 

Mr. Karasix. The quota was increased to the Dominican Republic. 

The CHarmman. It was increased ? 

Mr. Karastk. Yes, sir; it was. 

Mr. Fay. The total report for 1955 is $6,000, and the figure I just 
gave for 1956—— 

Mr. Karastx. That is correct. 

Mr. Fay. That was the total expenditure, then, the Dominican Re- 
public made in behalf of their petitioning for an increased quota as 
far as your firm is concerned ¢ 

Mr. Karasrx. That is correct. It includes, however, a fraction of 
our fee as well as our actual cash expenses. 

The Cuatrman. A fraction of what ? 

Mr. Karasrg. Our fee. 

The Cuairman. It included your fee? 

Mr. Karastx. That is right. 

The Cuarrman. Do you represent them or are you on a regularly 
retained basis for all purposes? 

Mr. Karastk. Yes, sir; we represent them and counsel them in a 
great many other matters. 

The CHarrMan. So you allocated a part of your attorney’s fee to 
the lobbying activity ? 

Mr. Karastx. That is correct, sir. 

Mr. Fay. With respect to the Members of Congress, the chairman 
just asked the previous witness whether or not any part of that was 
for expenditure on entertainment. 

Mr. Karastx. None of it. 

Mr. Fay. Was there any effort on the part of the Dominican 
Republic to entertain Members of Congress? 

Mr. Karasix. Yes. 

Mr. Fay. Will you describe what that was? 

Mr. Karasix. Yes. The Dominican Republic during this period, 
and I think since, on its independence day or Columbus Day regu- 
larly has a party to which it invites various Members of Congress, 
including people on those committees, various members of the execu- 
tive agencies, including the agencies I have mentioned and others, 
and various members of the diplomatic set. I am going to interpret 
what you said a little bit broadly, Mr. Fay—— 

The Cuarrman. None of that expense, though, was included in this 
or charged to lobbying? 
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Mr. Karasrg. No, sir. | 

The CHatmman. That is a custom of the Dominican Republic to 
ao so? 

Mr. Karastk. It is, sir. 

The CuHamman. It had no relation at the time to this particular 
legislation ¢ 

Mr. Karastx. That is right. 

Mr. Fay, I was going to continue because I think your question 
demands a somewhat broader answer. To a degree the Dominican 
(jovernment, in a formal sense, entertained members of the House 
Agriculture Committee when that committee appointed a subecommit- 
tea to go down to the Dominican Republic and survey the agricultural 
situation with particular reference to sugar. The Dominicans under- 
wrote the expense of that trip. You will find that all described in the 
press release of the Committee on Agriculture of the House of Repre- 
sentatives dated March 23, 1955 (before the trip), announcing that 
the trip was to be made, and the subsequent report, committee print 
of the subeommittee that went down, dated April 26, 1955, and entitled 
“4 Study of the Dominican Republic Agriculture and Sugar Indus- 
try.” It is all detailed in these two documents. 

Mr. Fay. Thank you, Mr. Karasik. There is just one other phase 
that 1 would like you to describe to the committee, and that is whether 
or not you or any member of your firm or anyone associated in the 
representation of the Dominican Republic of which you have knowl- 
edge made any campaign contributions during the time this legislation 
was pending. 

Mr. Karastk. None. 

Mr. Fay. To any Member of Congress or of the Senate? 

Mr. Karastx. That is correct, sir; none. 

Mr. Fay. With respect to your compliance with the Lobbying Act, 
do you have anything in the way of a recommendation which this 
committee might consider ? 

Mr. Karasrx. I am sorry I don’t have a specific recommendation, 
but I do have a general recommendation, and that is the form is 
extraordinarily difficult for us to fill out truthfully, and ought to 
be changed. As other witnesses have testified here, we lumped things 
in just to be safe. We not only read the law and the cases, but we 
also sought outside advice as an additional safeguard. We sought 
advice from, I believe, the Clerk of the House and of the Senate in 
trving to respond to the statements required by the form, and even 
with such advice as they could give us we had a mighty difficult time. 
I think that one of the things that should be done is for that form 
contains to be amended to permit people to answer it in truthful 
detail. 

Also, in connection with what I have said earlier as to how we 
regard lobbying, I don’t think that the Lobbying Act ought to confine 
its attention solely to the two Houses of Congress. I think that the 
act ought to bear on the executive departments, too. In our case, of 
course, our disclosure was accomplished by the Foreign Agents Regis- 
tration Act. This would not have been required of us if we were 
discussing matters with members of the executive branch and were 
representing domestic industry. There is no requirement of any 
disclosure, in such a case. ; 
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I fully understand the problems of drafting involved in making 
the act apply to the executive branch, that application, and I regret- 





fully state that I have no specific ideas as to how it might be done, A 
This is merely a general approach. P 
The Cuatrman. Do you think there is probably as much lobbying tt 
in the correct sense of the word done in the executive branch of the ; w 
Government and departments as there is in the Congress? t 
Mr. Karasrx. I do agree, sir. 
The CuarrmMan. Yet possibly not very many of the American public : 


are conscious of that. 

Mr. Karastx. That is correct, sir. 

The Cratrman. When you speak of lobbying, the general term 
“lobbying,” their thoughts immediately turn to their Representatives 
in Congress and they wonder what they are doing up there. I think 
we need to get that information across to the public that lobbying is 
not confined simply to Capitol Hill, but it occurs as engaged in 
throughout the Government. 

Mr. Karastk. I think we should, sir. 

The Cuatrman. Are there any further questions? 

Thank you very much, sir. 

Mr. Karasix. You are welcome, sir. 

The Cuarrman. Mr. O’Dunne. 

You do solemnly swear that the evidence that you give before this 
special Senate committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God / 

Mr. O’Dunne. I do. 


TESTIMONY OF EUGENE 0’DUNNE, JR., ATTORNEY AT LAW, WASH- 
INGTON, D. C., REPRESENTING PERUVIAN SUGAR PRODUCERS 


The Cyaan. Be seated, sir, and state your name, your place of 
residence, and your business or occupation. 

Mr. O’Dunne. My name is Eugene O’Dunne, Jr. My residence is 
1731 Hoban Road NW. My office is in the Southern Building, Wash- 
ington, D.C. Iam a lawyer. 

I am not a member of any firm. I practice by myself. 

The Cuairman. Mr. O’Dunne, do you represent any sugar interests 
or any government that was interested in the recent revision of the 
Sugar Act? 

Mr. O’Dunne. Yes, Senator. I represent the Peruvian Sugar Pro- 
ducers of Lima, Peru. As nearly as I can understand, it is what you 
might call a voluntary trade association, comprised of all the pro- 
ducers in Peru. There are not many. I think it is between 15 and 
20. The names are on file in the Department of Justice. 

Also, since you said “government,” I cannot say I represent the 
Peruvian Government, but I am counsel and have been for some time, 
to the Peruvian Embassy in Washington. 

(Senator Goldwater left the hearing room.) 


The CHarrMan. I assume you are on a regular retainer basis for 
that service ? 


Mr. O’Dunne. I am, sir. 
The CHarmman. Were you previously retained by the sugar group 


or producers association prior to the incipiency of this recent Sugar 
Act legislation ? 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1179 


Mr. O’Dunne. Yes, sir. I was retained in, I think it was some time 
in the summer of 1954. At that time I had never heard of the Sugar 
Act. I didn’t understand sugar. They asked me to come down to 
Peru and they would show me the situation and I did go down. From 
then on until the bill was introduced I did what I could, particularly 
with the executive departments, to see that in whatever recommenda- 
tion was made, I wanted to get an increase in the quota for Peru. 

The CHarrmaNn. For this sugar-producers group you were employed 
specifically for the purpose of looking after their interests in con- 
nection with the revision and extension of this legislation ¢ 

Mr. O’Dunne. Exclusively, I would say, Senator. 

(Senator Goldwater returned to the hearing room.) 

The Cuamman. Did you consider your activities and the services 
for which you were engaged to come within the Lobbying Act? 

Mr. O’Dunne. Yes, sir. 

The CHarrMan. You did register? 

Mr. O’Dunne. I registered both under the Foreign Agents Act 
and the Lobbying Act; yes, sir. 

The Cuarrman. And reported accordingly ¢ 

Mr. O’Dunne. And reported accordingly. 

Mr. Fay. In that report, Mr. O’Dunne, you have indicated in the 
April 11, 1956, report total compensation of $15,000 and expenses of 
$237.55. Would that be the entire expenditure in connection with the 
work that was done for your ouabouher interests ? 

Mr. O’Dunne. Lobbying interests ¢ 

Mr. Fay. Yes. 

Mr. O’Dunne. Mr. Fay, I understand there is a difference between 
the expenditures that you would make as a foreign agent. I think 
everything you make—if you go to New York to see your client you 
would report that under the Foreign Agents Registration Act. With 
respect to lobbying, you have that fuzzy area under the Supreme 
Court decision which makes it rather difficult to determine. I think 
most of us just lean over backwards and probably report more under 
the lobbying form than technically is required. So you will find a dis- 
crepancy in the totals. 

The Cuarrman. Tell us, Mr. O’Dunne, what were your total receipts 
from this sugar group or interest that you represented ? 

Mr. O’Dunne. Senator, my total receipts—my fee was $15,000 a 
year plus out-of-pocket expenditures. I have been paid in accordance 
with that except that I have not submitted the final bill. 

The Cuatrman. You have not submitted what? 

Mr. O’Dunne. I have not submitted a bill for the current year. 

The Cnatrman. Did you list your expenditures for last year? 

Mr. O’Dunne. Yes, sir; and I recovered those. I think it was 
something under $2,000. I am not positive. 

The CHatrman. In other words, that expense was in connection 
with your employment as a lobbyist and attorney for this particular 
legislation ? 

Mr. O’Dunne. I don’t think all of that was for lobbying, Senator. 
I think that probably was the total reported. I just don’t have it in 
mind, but I think that is approximately right. 

_ The Cuamman. In other words, if your total expense was around 
32,000, you didn’t spend very much money lobbying if you spent all 
of it for that purpose. 
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Mr. O’Duwne. It is broken down in the lobbying report, Senator, 
and the balance is on the foreign agents registration report. 

The Cuarrman. What was the measure of your success¢ Did your 
clients get about what they wanted ‘ 

Mr. O’Dunne. No, sir; they did not get what they wanted. 

The Cuatrman. Did you get an increase / 

Mr. O’Dunne. We got a small percentage increase, Senator; yes. 

The CuHarrman. Small percentage increase / 

Mr. O’Dunne. Yes, sir. 

The Cuarrman. I don’t know whether anyone got all they wanted. 

Mr. O’Dunne. I don’t think so. 

The Cuatrman. At least you weren’t left high and dry like 1 or 2 
have testified here. At least you got something. How did you go 
about lobbying ? 

Mr. O’Dunne. The first thing, Senator, I think, just like any lawyer, 
you study what your problem is. You see what the weak points in 
your case are and what the strong points are and how you can capital- 
ize onthem. You find out who is going to be in control of awarding 
you the increase. When you represent a foreign country or principai, 
it is rather difficult. The foreign country has no particular friends. 
There is no constituent representative in Congress for the foreign 
group. I felt that I had to sell my argument first to the State De- 
partment and the Department of Agriculture, to whomever was going 
to be in control of it from the executive branch. I saw everybody I 
could, both in the State Department and in Agriculture. I went to 
see a member of the White House staff, Mr. Hauge. 

The Cuatrrman. You did go to see a member of the White House 
staff ? 

Mr. O’Dunne. Mr. Hauge, Gabriel Hauge, the Chief Economist. 
I wanted to make awfully sure that this bill was a matter of adminis- 
tration policy rather than one in which the quotas were going to be 
allocated at a lower level. I thought Peru had a great deal to gain by 
so having it. Peru regarded it as a matter of vital concern to its 
economy. I thought I would be derelict in my duty if I did not make 
sure that the administration, right at the top, understood the concern 
that Peru felt in getting an increase in this quota. 

The CuatrmMan. Then after you had contacted and undertaken to 
persuade the administrative branch of the Government, the executive 
branch of the Government, to your point of view you pursued it 
further by contacting Members of Congress and members of the 
committees of Congress, I assume? 

Mr. O’Dunne. I did contact Members of Congress, Senator. I 
don’t want the record to stand that I persuaded the administration to 
my point of view. 

Bc CuarrMan. I didn’t say that you did. I said you made the 
effort. 

Mr. O’Dunne. I certainly did; yes, sir. Then when it went to the 
Agriculture Committee I saw certain members of the Agriculture 
Committee. I did not know too many of them but I saw 4 or 5, those 
that I either knew or was introduced to. 

The Crarrman. Did you use any literature or any campaign of 
letterwriting or anything? 

Mr. O’Dunne. There was no campaign of letterwriting, Senator. 
There was put out by the sugar producers a booklet of which I have 
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given copies to Mr. Fay’s office, two copies called A New Approach to 
Sugar Quotas. That was sent to the entire House Agriculture Com- 
mittee and I am sure to the entire Senate Finance Committee and 
certain other Senators. It was never generally sent to Congress, 
although we had planned to do that and had all the envelopes ad- 
dressed. The posture the sugar bill took was never such that it would 
be effective to send that booklet to the entire Congress. The time was 
so short after it—— 

The Cuamrman. Is this the document to which you refer? 

Mr. O’Dunne. I recognize that. That is the document. 

The CHarrMaAN. It may be made exhibit No. 10 for reference. 

Did you follow up that b telegrams to Members of Congress? 

Mr. O’Dunne. No, sir; I don’t think I sent any telegrams at that 
time. When the bill came over to the Finance Committee I sent a 
telegram to all members of the Finance Committee. 

The Cuatmrman. All members of the Finance Committee of the 
Senate? 

Mr. O’Dunne. Yes. 

The Cuasrman. Is this a copy of it? 

Mr. O’Dunne. That looks like it from here; yes. 

The Cuatrman. That may be made exhibit No. 11 for reference. 

Did you know about the letter of the president of the Peruvian- 
American Association, Inc., which was sent to all members of the 
conference committee ? 

Mr. O’Dunne. Yes, sir. I hada part in the preparation of that. 

The CHarrmaNn. You probably prepared the letter for them? 

Mr. O’Dunne. I didn’t prepare the whole letter. My draft was 
substantially changed before it was sent out. 

The CHatmrMan. You knew about that, of course. 

Mr. O’Deunne. I knew about that, sir. 

The Cuatrman. Do you identify that as a copy of it? 

Mr. O’Dunne. I do identify that as a copy of it. 

The Cuairman. That may be made exhibit No. 12 for reference. 

Has that been your first experience under the Lobbying Act? 

Mr. O’Dunne. No, sir; it has not. 

The CHatrrman. You have had other experiences under it ? 

Mr. O’Dunne. Lhave, sir. 

The Cuamman. Would you give us the benefit of any suggestions 
you may have or recommendations regarding its modification or 
revision ? 

Mr. O’Dunne. Senator, I am not a student of the Lobbying Act. 
[ have not thought about it from that point of view. I would make 
the same criticism I think everyone else makes on the breakdown of 
the accounting figures. That is difficult to determine. 

The Cuarrman. It is difficult to know just what to report? 

Mr. O’Dunne. Yes; and how to break it down when you do report. 

The Cuairman. Do you know anything about any campaign con- 
tributions by your client ? 

Mr. O’Dunne. Absolutely none that I know of,sir. Iamsure here 
weren’t any. 

_ The Cxarmman. There were no campaign contributions involved 
in any expenditure that passed through your hands? 

Mr. O’Dunne. No, sir; and I don’t think there were any. 


84131—57—_—37 
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The Caairman. Are there any further questions / 

Thank you very much, sir. 

Mr. Smith? Please come around, sir. 

You do solemnly swear that the evidence you shall give before this 
special Senate committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God / 

Mr. Barus. I do. 


TESTIMONY OF DUDLEY SMITH, VICE PRESIDENT, ASSOCIATION 
OF SUGAR PRODUCERS OF PUERTO RICO, WASHINGTON, D. C. 


The CuatrMan. Be seated, Mr. Smith, and state your name, your 
place of residence, and your business or occupation. 

Mr. Smiru. My name is Dudley Smith. I reside at Mitchellville, 
Md. I am vice president of the Association of Sugar Producers of 
Puerto Rico, with offices in the Shoreham Building in Washington, 
D.C. 

The CuarrmMan. Have you a prepared statement ? 

Mr. Suiru. I donot, Mr. Chairman. 

The CHatrman. Do you waive counsel ? 

Mr. Smirn. Ido. 

The Cuatrman. Do you care to make a preliminary statement? 

Mr. Sari. I think all that I can well make in the nature of a pre- 
liminary statement is to say that I heard the very fine statements 
made here yesterday by Mr. Lawrence Myers, this morning by Mr. 
Frank Kemp and this afternoon by Mr. Gilbert Durbin, regarding 
conferences, meetings, and discussions in reaching an understanding 
between the domestic sugar areas which provided a basis on which 
this Sugar Act could go forward so far as the domestic areas were 
concerned, and that those statements substantially represent the facts 
so far as our participation is concerned. 

The Cuatrrman. All right, Mr. Counsel. 

Mr. Fay. Mr. Smith, you are registered under the Lobbying Act? 

Mr. Suaru. Yes. 

Mr. Fay. Your associate, Mr. Everett B. Wilson, is also registered 
under the act? 

Mr. Smiru. Yes. 

Mr. Fay. In that registration report you estimated $8,500 for the 
year 1955 as the amount of expenditures that were made in behalf of 
lobbying for the Puerto Rican interests, or, more specifically, the 
Association of Sugar Producers of Puerto Rico; is that correct? 

Mr. Sarru. I believe that is substantially correct; yes, sir. 

Mr. Fay. What is that association? Of what is it composed? 

Mr. Smitrn. The Association of Sugar Producers of Puerto Rico is 
composed of substantially all the sugarcane processors of Puerto Rico 
and the sugarcane growing entities associated with those processors. 

Mr. Fay. Does it include all the individual growers? 

Mr. Snirn. Not all of the individual processors and by no means 
all of the growers are represented by the association. 

Mr. Fay. Was there any other spokesman for the Puerto Rican 
interests other than you and your associates ? 

Mr. Sarru. At one point the president of the Puerto Rican Farm 
Bureau participated in industry discussions on the matter and in the 
hearings before the Senate committee—I don’t recall regarding the 
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House committee—Mr. Jose Roman Quinones made a brief statement 
on behalf of Puerto Rico. 

Mr. Fay. Then would you estimate the total expenditures that the 
Puerto Rican industry expended in connection with their interests in 
the 1956 Sugar Act? rye’ a3 

Mr. Smrrn. In addition to the expenditures shown by the Associa- 
tion of Sugar Preducers of Puerto Rico, regarding which I would 
like to make a brief comment, I believe the only other expenditures on 
behalf of Puerto Rico were the expenditures of Mr. Quinones for his 
trip to Washington and back. 

Mr. Fay. You feel that is the entire expenditure made in behalf 
of the Puerto Rican representation in behalf of their sugar interests! 

Mr. Smiru. That is right. 

Mr. Fay. Did Puerto Rico get any increase in the quotas? 

Mr. Smiru. We participated along with other domestic areas both 
in the initial adjustment arid in the participation as consumption 
increased. 

Mr. Fay. One other subject matter, then, with respect to campaign 
contributions during the pendency of the legislation. 

Did you personally make any, or are you aware of any that were 
made in behalf of any of the interests of the Puerto Rican Sugar 
Producers Association ¢ 

Mr. Smiru. So far as I know there were none. 

Mr. Fay. Do you have any further suggestions or comments that 
you could make with respect to the Registration Act, the Lobbying 
Act, in view of the fact that you had’ to comply with it during the 
past 2 years? ~ Pins! 


Mr. Smirnh. Mr. Fay, we were at a — loss to know exactly 


what should be reported and what shoul 
form. 

Clearly the form that is provided by the Secretary of the Senate and 
the Clerk of the House provides for reporting the information that 
is called for in the act itself, but there is no indication, either on that 
form or in the act, what information should be reported and what 
should not. ; 

For example, in connection with our association report, and in the 
reports that. Mr. ‘Wilson and myself individually made, we included 
ull of our salary during the period during which this legislation was 
pending. ral 

The Brookings Institution, as you undoubtedly know, is currently 
making a study of lobbying and Dr. Lester Milbrath from that insti- 
tution had called on me and had a 2-hour interview—why he chose 
ie I will never know—but in that connection he asked me to compute 
the amount of time I had spent in 1956 in lobbying. 

[ couldn’t come up with more than 4 days out of something over 
“00 spent on legislative activities. 

In view of that I do not believe you are getting a true report or an 
accurate report when a trade association official, who maybe engages 
‘i. Supporting or opposing the passage of legislation occasionally. 
reports all of his salary. 

_It seems to me you would have a more accurate reporting system if 
either you could make it clear that the term “principally” in the act 
does not apply at all to such cases or that if it does, such people report 
only the expenses that they incur directly in connection with such 


not be reported on that 
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legislation and certainly not their salaries, the very major part of 
which is an expenditure for other activities. 

Mr. Fay. I appreciate those observations. Is there any other com- 
ment or suggestion that you have ? 

Mr. Siru. Mr. Fay, if in the legislation someone, possibly a per- 
son in the office of the Clerk of the House or the Secretary of the 
Senate, were given authority to issue certain instructions or regula- 
tions which would go much further than you are able to go now, in- 
cluding what should be put in these reports, what should Be reported 
and what should not be reported, I believe you would have a better 
statute. 

Mr. Fay. I appreciate that very much. Thank you for appearing, 
Mr. Smith. 

The Cuarrman. Are there any further questions, gentlemen ? 

Senator Ture. I have none. 

The Cuarrman. Thank you very much, Mr. Smith. 

I am advised by the staff that concludes all witnesses who are 
available. 

Mr. Fay. That is correct, Mr. Chairman. 

The Cuarrman. By deferring the testimony of one witness who 
could be available tomorrow, until such time as the committee meets 
again for further hearings, it will not be necessary to hold a session 
tomorrow. 

And since the committee has during this 3-day series of hearings 
made very substantial progress so far as volume is concerned at least 
with respect to the schedule it had—we have heard about 28 wit- 
nesses, I believe, in these 3 days—the Chair is of the opinion in view of 
the holiday season that is approaching, almost upon us, it would not 
be wise to undertake to hold further hearings until after the holiday 
season and at that time possibly all members of the committee will be 
available for some executive sessions and business that will need to be 
attended to. 

This does not mean that the committee has nearly concluded its work. 

According to my view, there is still considerable to be done. It will 
be necessary for it to hold some executive sessions and for the com- 
mittee to take executive action before it can proceed further. 

I want to thank all the witnesses. Everyone has been cooperative, 
and the committee appreciates it. 

I certainly want to thank my colleagues for their attendance. We 
have had a difficult task, considering it was a campaign year, and it 
takes time to go out and do the necessary preliminary work of inves- 
tigating and making contacts so that public hearings can be held. 

While we have not made all the progress we had hoped to before the 
end of this year, we have encountered some handicaps, and, considering 
those, I think we have done reasonably well. 

So, again, I want to thank my colleagues. 

Senator Gotpwater. Mr. Chairman, before you recess the meetings, 
I, as one member of this committee, want to thank the chairman for 
the job he has done on this. It is a very difficult task that has been 
assigned this'committee. All of us realize that the chairman has 
numerous other very important committee assignments, chairman as- 
signments, and I think it would be wrong for us at this time of the 
vear to go home without expressing the heartfelt thanks on this side 
of the committee for the wonderful job that you have done. 
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Senator Purrett. Mr. Chairman, I was about to express those same 
sentiments. But my colleague from Arizona anticipated it apparently. 

I want to state I, too, as a member of this committee, want to tell 
you how thankful I am for the job you have done as chairman of this 
committee, and how diligently you have pursued this subject. It is a 
trying one, I know, a difficult one. You have done a great service for 
the committee, for the Senate, and for the people of the United States, 
as well. 

Senator Ture. This is more than the spirit of Christmas. It is a 
sincere expression of my person feeling. 

My colleagues have already voiced their feeling that you have done 
an outstanding and most commendable job as chairman of this com- 
mittee, and I know that every witness that has appeared before this 
committee would share in that statement, because you have been a 
good chairman, you have treated everyone with the courtesy to which 
they are justly entitled. 

The Cuarrman. I thank my colleagues, each one of you, personally 
and collectively. Your remarks are most gracious, generous, and 
complimentary. 

Bear in mind, no chairman can do a good job without having the 
sympathetic understanding, cooperation, and help of those who are 
charged with the same committee duty that he is undertaking to pre- 
side over. 

You have all been very kind to me, and I think I want to say for the 
committee that we were very fortunate in the staff which the commit- 
tee was able to assemble. The staff cannot be disregarded or over- 
looked when we start passing out compliments. 

Our staff has been marvelous, and the committee is accomplishing 
what we are, largely due to an efficient, competent staff. 

Senator Ture. Could I have interrupted, I was going to refer to 
the staff. I know it was whispered on this side that we should have 
included the staff in the expression of apreciation for a job well done. 

Mr. Purteti. Mr. Chairman, before we adjourn, it is on very rare 
occasions that I have an opportunity to speak for Democrats collec- 
tively or individually, but I am sure that I am speaking for them now, 
even though they are not here, the other members of the committee, 
those who are of the Democratic persuasion, that they join the three 
Republican Senators in the same expression that we indicated to you. 

The Cuarrman. Well, the committee will stand in recess, and we 
wish each and everybody a happy Christmas. 

(Thereupon, at 3:30 p. m., the subcommittee was recessed, to recon- 
vene subject to the call of the Chair. ) 
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Unrrep States Sen are, 
spec rAL ComMirree To Investigate Porrtican Activities, 
LOBBYING, AND CAMPAIGN CONTRIBUTIONS. 
San Francisco, Calif. 
Transcript of examination of Clem Whitaker and Leone Baxter, of 
the public relations firm of Whitaker & Baxter, taken by Abraham 
kx. Weber, assistant counsel of the Senate Special Committee. 


TESTIMONY OF CLEM WHITAKER AND LEONE BAXTER OF THE 
PUBLIC RELATIONS FIRM OF WHITAKER & BAXTER, SAN FRAN- 
CISCO, CALIF. 


Mr. Weper. The examination which is about to take place is being 
conducted by direction of Mr. George Morris Fay, chief counsel for 
the Special United States Senate Committee To Investigate Politi- 
cal Activities, Lobbying and: Campaign Expenses. The speaker is 
Mr. Abraham K. Weber, assistant counsel to the Special Committee. 
Whether or not, and to what. extent, this examination will be made 
a part of the formal proceedings before the committee will be deter- 
mined by the committee in due course. The examination is taking 
place in the offices of Whitaker & Baxter, a public relations firm in 
the Flood Building, 870 Market Street, San Francisco, Calif. The 
two witnesses to be examined are Clem Whitaker and Leone Baxter, 
members of said firm. Will the witnesses please identify themselves. 

Mr. Wurraxer. I am Clem Whitaker. 

Miss Baxter. I am Leone Baxter. 

Mr. Weser. Mr. Whitaker, I know that you have been confimed to 
the St. Francis Hospital, where I had a preliminary interview with 
you yesterday. May I express appreciation for the efforts made by 
you and your doctors in permitting you to appear at your office this 
ifternoon to give testimony. I shail endeavor to conduct the examina- 
(ion as expeditiously as possible in order to enable you to return to 
(he hospital this afternoon. 

Mr. Wuiraxer. Thank you, sir. 

_ Mr. Werner. I believe: that. the notary public is here. May we 
dentify her? Are you Mrs. Vera Webb ? 

Norary Pusiic. Yes, [ am. 

Mr. Weper. Do you reside at 1029 Sierra Street, Berkeley, Calif. ? 

Norary Pustiic. Yes, I do. 
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Mr. Wener. You are a notary public in the State of California? 
Norary Pusuic. Yes, I am. 

Mr. Weser. And does your commission expire November 30, 1958? 

Notary Pustic. Yes, it does. 

Mr. Weser. Now, Mr. Whitaker and Miss Baxter, may I inquire 
whether each of you waives your right to be sworn as a witness by the 
Special Committee itself, and consent instead to be sworn as witnesses 
by any notary public of the State of California with the same force 
and effect as though you were sworn by the chairman of the Special 
Committee ? 

Mr. Wuiraker. I do, sir. 

Miss Baxrer. I do. 

Mr. Weser. Mrs. Webb, would you be kind enough to administer 
the oath to Mr. Whitaker and Miss Baxter ? 

Norary Pusiic. Mr. Whitaker, would you raise your right hand? 
Mr. Whitaker, do you solemnly swear that the answers to be given by 
you on this examination will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Warraxker. I do. 

Noraty Pustiic. Miss Baxter, would you raise your right hand? 
Miss Baxter, do you solemnly swear that the answers to be given by 
you on this examination will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Miss Baxter. I do. 

Mr. Weper. Thank you, Mrs. Webb. Addressing myself to Mr. 
Whitaker or Miss Baxter, may I state for your guidance, in answering 
the questions, that the Special Committee is interested, as you may 
know, in ascertaining the techniques employed by public relations 
firms in the field of public opinion on legislative matters and campaign 
activities, as well as to find out how public relations firms operate in 
such fields. To facilitate matters, may I suggest that questions be 
addressed to both of you jointly, that either one may answer, and that 
the other be entirely free to supplement any answer given by the other 
one. Is that understood ? 

Mr. Warraxker. That’s fine. 

Miss Baxter. Very good. 

Mr. Weser. Would you please state the nature of the business con- 
ducted by Whitaker & Baxter? 

Mr. Wurraker. We have several businesses actually. ert a 
Inc., which is incorporated and organized under the laws of Califor- 
nia, is engaged in the professional management of political cam- 
paigns, and also industrial campaigns. It has as its subsidiary, 
Whitaker & Baxter Advertising Agency, actually a division of Cam- 
paigns, Inc., which services advertising for our own accounts. It does 
not handle commercial advertising, only the accounts of our own 
office. Then there is another aspect of our business, public relations 
counseling, and we represent a number of clients in either the busi- 
ness or civic life of our State and country with our counseling service. 

Mr. Weser. Does your firm maintain its offices here on the eighth 
floor of the Flood Building in San Francisco ? 

Mr. Wurraxer. Yes, it does. 

Mr. Weser. Does it have any other office? 

Mr. Wurraker. No, this is our main office. 
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Mr. Werner. How long approximately has your firm been engaged 

these activities ¢ 

Mr. Wurraxer. We were organized, our campaign management 
firm was organized in 1933. 

Mr. Weer. Is Whitaker & Baxter a partnership ! 

Mr. Wurraxer. There is a Whitaker & Baxter partnership apart 
from the corporation, which normally operates only in the national 
field when we're handling exceptional campaigns that extend outside 
of California. 

Mr. Weser. And who are the partners of that particular partner- 
ship ¢ ; ; 

Mr. Wurraxer. In that particular partnership, Miss Baxter and 
myself. Then in the Campaigns, Inc. corporation, we have two other 
partners, Mr. James J. Dorais and Mr. Clem Whitaker, Jr. 

Mr. Werner. In other words, there are four principal stockholders 
of Campaigns, Ince. 

Mr. Wuarraker. That’s correct. 

Mr. Wener. Are they equal stockholders ¢ 

Mr. Wurraker. No, Miss Baxter and I own the majority stock and 
the younger men own the minority stock. 

Mr. Weser. Now, turning to the field of legislation, can you point 
to any extended activity in that field, in which your firm was engaged 
or participated, which might shed light for the committee on tech- 
niques employed in the public-relations field, and the methods of 
operation by the firms in connection with said legislation ¢ 

Mr. Wurraxer. I think Miss Baxter will probably agree with me 
that a good start could be made by discussing the American Medical 
Association campaign which we conducted during the period 1949 
through 1952. That was a nationwide campaign. You may recall 
the AMA’s campaign against compulsory health insurance. And 
possibly that will be of considerable interest to your committee be- 
cause it involved the influencing of public opinion to influence legis- 
lation, rather than the direct influencing of Members of Congress. 
Our office, for your information, does not engage in direct lobbying 
where you go to Washington and call on Senators or Members of the 
House. We are solely interested in the techniques of influencing mass 
opinion, and through that means of influencing the course of legisla- 
tion, if it is a legislative issue because we feel sure that in the final 
analysis, the American people have to give the answer anyway. The 
answer given by Congress, in most cases, unless public opinion is 
crystallized, often isn’t final. 

Mr. Weser. Would you say that your firm originated this approach 
at so-called grassroots levels? 

Mr. Wurraker. Well, I don’t think we could claim to have origi- 
nated it. I imagine many people have—in fact, I know that many 
people have, influenced public opinion to influence legislation in 
Washington. I think perhaps it would be accurate to say that we had 
the good fortune to manage one great national campaign, a spectacu- 
lar one, in which this means was used to greater extent than it ever 
had been previously, and where it was publicly on view so that the 
results could be noted. 

Mr. Weser. This campaign lasted for approximately 3 years? 

Mr. Wurraxer. About 3 years and a half. 2 
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Mr. Weser. In other words, your firm was first retained by 
American Medical Association around 1949? 

Mr. Wurraker. We were retained in December 1948, and op 
our offices in Clicago in January 1949. 

Mr. Werner. You | opened a special office for that campaign ? 

Mr. Wurraker. We opened an office at No. 1 North La Salle Stree 
and created a special staff in Chicago for ee work. We took mem 
bers of our Jocal staff back with us and then employed and trained 
a special staff for this national job. 

Mr. Weser. How large a staff was employed in Chicago? 

Mr. Wurraker. Leone, do you recall about how many? 

Miss Baxrer. Yes, we had about 42; that was the general tota! 
most of the time. That deviated a little in respect to the speaker: 
campaign, for instance. We employed very few speakers, most of 
the speakers were volunteers, and that campaign fluctuated. We 
increased the speaking staff from time to time. 

Mr. Weser. I believe that your firm registered under the Lobbying 
Act in connection with those activities; is that right? 

Mr. Wurraker. Yes, we were registered under the Lobbying Act 
and filled out regular quarterly reports throughout that time, 

Miss Baxrer. It might be of interest to mention here that one of 
the first things we addressed ourselves to when we started that cam- 
paign was the determination of precisely what the lobbying laws 
were—and what laws governed the participation of organizations 
and individuals. We employed the law firm of Kirkland, Fleming. 
Martin, Green & Ellis in Chicago, immediately on arrival there, as | 
recall, and they prepared for us a ruling, which we subsequently sent 
to all of the doctors in the United States and all the medical societies, 
local and county, in the United States, so they would have guidance 
in complying closely with the laws respecting their partic ipation in 
the campaign. 

Mr. Weser. Do you know whether that law firm encountered any 
difficulty in inter preting the lobbying laws? 

Miss Baxrer. I certainly do, they encountered lots of difficulties. 

Mr. Wurraker. I would say it was a very interesting commentary 
on how important your committee’s work is at this time that before 
we could do any work for our client at all, or any campaigning in its 
behalf, we had to spend several weeks deter mining how we could 
legally do it. The provisions of the present law, I think we can sa\ 
in all charity, are so full of ambiguities that the law is difficult for a 
layman to understand. We feel that it would be a great service to 
the country to see the laws cleaned up. We feel that the law shoul 
be clarified to the point where those in our profession who want to 
operate ethically and do a good job for their clients can do it wholly 
within the law, and that we can do so without fear that we have missed 
some meaning of the law that is not clear to us. 

Mr. Weser. In view of the fact that your firm actually registered 
under the Lobbying Act, may I inquire whether you found any ob- 
jection in such procedure? 

Mr. Wurraker: Well, we objected to it from this standpoint—we 
don’t mean that we made any formal objection—but we would have 
preferred not to register because we never have considered ourselve- 
as lobbyists. We feel that lobbying is personally interviewing and 
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yersonally soliciting the votes of Members of Congress. That work 
's of a nature that we haven’t engaged in. Now we have no objection 
whatever to conforming with the law if the law defines us as lobbyists, 
but we feel that that is an incorrect definition. Asa matter of fact, 
our attorneys at the time, to show you how even fine law firms disagree 
on exact requirements of the law which you are inquiring into—our 
own law firm at the time said it was their feeling that we did not come 
under this Jaw. They said if it came to a question in court that we 
could defend you on not registering. But, if it is your feeling that 
you can’t afford from a public-relations standpoint to have the matter 
even brought into question because you are handling a very contro- 
versial issue, then certainly you should register and file your reports 
even though we have serious reservations as to whether it is required. 

Mr. Weser. Turning now, Mr. Whitaker, to the American Medical 
Association’s campaign starting in 1948 or 1949 agaist compulsory 
health insurance, which I might refer to occasionally ‘as the com- 
pulsory health-insurance bill or some similar term, will you please 
indicate the scope of your firm’s activities in connection with that 
controversy, the territory covered, and related operations. 

Mr. Wurraker. We were employed by the American Medical Asso- 
ciation and retained for a period of 2 vears to direct a nationwide 
campaign of education on this issue. The campaign was conducted 
in all of the 48. States and in the several Territories and in 3,000 
counties in the country. That work was done in the field in the States 
and in the counties and cities by volunteers, that is, by doctors and 
their families, by nurses, pharmacists, and druggists and those inter- 


ested in the welfare of the medical profession. They became the great 
volunteer organization which actually took on initially the job of 
reaching the people with medicine’s side of this ¢ase. 

Mr. Weper. How were these voluntary groups organized and by 
whom ? 

Mr. Wuiraker. They were, for the most certs existing medical 


societies. The organization of American medicine is this, that the 
AMA at the top is the parent body and the doctors, through their 
membership in their local State and county societies, automatically 
become members of it. There is a State society in each of the 48 
States that is separate from the AMA, all independent organizations, 
and yet all are affiliated with it. Under each State society there are 
county societies functioning. A doctor normally is a member of his 
county society and through being a member of his county society 
acquires membership in the American Medical Association. Then 
when this campaign was organized, our job was to work witli the 
medical society secretaries and all the State and county societies, to 
get them to do a job of organization within their own States and their 
own areas. Almost at the outset of the campaign the board of trustees 
of the AMA called a meeting of the State and county society officers 
in Chicago where the board members addressed the meeting, and we 
also addressed the meeting, explaining the problem that confronted 
medicine, the need for forming an effective organization to carry the 
message directly to the people, and the methods that were to be used. 
And their particular task was to see that the message got right down 
to the rank-and-file voters. Also the individual doctors in each of 
these societies were educated as to the importance of this issue to them; 
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so that they, in their meetings with their fellows, could carry the 
message. 

Mr. Weser. Would you say that your firm actually supervised the 
organizational program itself? 

r. Wuiraker. | wouldn’t say that. The men in each State had 
great latitude in directing their own organizations. They all dove- 
tailed with our work. They reported to us all of the organizations 
they had visited, all of the jobs that they were doing locally. As they 
were able to get the support of local civic groups, for example, they 
automatically sent our office copies of all the endorsements, just as 
they sent them to AMA and to the Members of Congress. 

Miss Baxter. We probably should say that we prepared a blueprint 
of the operation for every individual doctor in the United States indi- 
cating what he could properly do through his local medical society 
in three fields: in local publicity, that is, in statements to the press 
on the issue; in speaking locally, and organizing speakers bureaus; 
and general organization work, that is, in procuring the endorsements 
of local organizations supporting the position of the AMA and sup- 
porting the position of the doctors. And I should say in that respect 
that when the campaign began, of course, medicine stood completely 
alone. It had no widespread support and the preponderance of senti- 
ment undoubtedly was for compulsory health insurance, because no 
one had heard both sides of the question. Of course, the administra- 
tion was heavily for it—Mr. Truman, and the Federal Security Agency 
and various leaders in the Congress. Through the work of the local 
doctors, in less than 2 years they had succeeded in securing the endorse- 
ment of thousands of comparatively disinterested and unrelated 
groups. 

Mr. Wuiraker. As a result of speeches delivered by the local 
doctors. 

Miss Baxter. As a result of speeches generally and publicity and 
their work in presenting the facts to organizations. 

Mr. Wurraker. By the time the campaign ended we had 12,000 
organizations formally on record against compulsory health insurance. 

Miss Baxter. That’s right. 

Mr. Weser. Apart from the speaking activities on the local level, 
what was the nature of the publicity in which the local doctors en- 
gaged ? 

Miss Baxter. Actually that was the main part of the local publicity, 
based on their own personal statements in speaking before oats local 
service clubs and their veteran organizations, their own organizations, 
their women’s clubs, chambers of commerce, and so forth. That was 
the backbone of the local publicity. 

Mr. Wzser. Was newspaper and magazine advertising employed 
by the doctors on a local level? Or was that done through your 
channels? 

Miss Baxter. Not for the first 2 years of the campaign. No adver- 
tising at all was used in the first 2 years of the campaign. The 8,000 
organizations which were on record after nearly 2 years of the cam- 
paign were on record not as a result of advertising because there had 
een no advertising done up to that time. 


Mr. Weser. Was there any particular reason why there was no 


newspaper or magazine advertising for the first 2 years of the cam- 
ion? 
paign ? 
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Mr. Wurraker. Well, we didn’t feel the time was propitious, as a 
matter of fact. Perhaps we’d better go back to one of our first meet 
ings with the AMA to indicate what the policies of the campaign were, 
and that will answer that question and some others. When we took 
on this job, it was a herculean task. The mere thought of trying to 
reach 150 million people in this country on an issue and get them to 
cive sufficient time to the study of it so that you could get an answer 
that would have real weight and influence with the Congress—that 
was a task which never had been attempted before except in a presi- 
dential election where candidates present themselves. There, of 
course, you have the added attraction of the interest in the men. The 
contest between presidential candidates is dramatic enough so that all 
of the people will listen. But here we had an abstract issue, or so 
it seemed. The job was to make all of the American people, busy with 
their own endeavors, stop, look, and listen, inquire into this question 
and finally form an opinion. 

When we first talked to the AMA about it, we said, “This job 
really breaks down into two parts; the job the doctors themselves 
must do, and the job that the professional campaign organization, 
our own organization, can do, technically, to help you.” “On the 
doctors’ side,” we said, “we have noticed in the action of your house 
of delegates that the resolution under which we were employed defined 
that you had two objectives. This suits our purposes admirably 
and it’s the only sound approach, for you not only want to beat a 
bill in Congress, you want to provide a solution to the problem if 
there is a problem because it isn’t enough to beat a bill; another bill 
could come up the next session. What you need, if there is a real 


problem here, is to find a solution under voluntary auspices, under 
those of medicine and the insurance companies. Let’s try to find the 
solution so that the people don’t have to look to Government for help; 
so that they’re not tempted to say, ‘Let’s take our problems to Wash- 


ington.’ ” 


“Then,” .we said, “you are confronted with this added problem that 
you are a minority group in a great country. You are a group of 
200,000 men and women. You cannot possibly win a great national 
referendum or poll, if you want to call it that—win the support of the 
whole country for an issue that’s particularly yours—unless you have 
allies. Now, to get allies, you have to demonstrate to them that this 
issue is just as important to them as it is to you.” 

Then we come to the public factor. Why should the public be 
interested in defeating compulsory health insurance? We said, “We 
feel there are three approaches that we have to the American people 
which will make them vitally concerned with this issue. Our prob- 
lem is to get this issue reduced to that of the human denominator 
rather than dealing in millions of dollars and taxes and abstract 
things. Let’s get down to how it affects the individual. 

“The three approaches are these: First, there is the cost of medical 
care. Every family is interested in this: Is compulsory health insur- 
ance going to increase or lower the bill for medical care for my 
family? And is it going to be better or poorer medical care? Every 
man is interested in that. Then he’s also interested in having his 
own physician, if it’s pointed out to him that under a government 
system he cannot always determine the doctor that he’ll have—that 
he may get Dr. X when he wants his own family doctor. That is a 
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matter of great importance because the physician-patient relationship, 
in our opinion, is the strongest tie you have to the American people 
in this issue. The people don’t want that disturbed. When they are 
sick, they want their own doctor, not some doctor that someone else 
selects for them. 

“Then there’s a third factor and this, basically, is the biggest. We 
believe and you believe that compulsory health insurance is another 
phrase for socialized medicine—that in effect it is an attempt to 
socialize one of the great professions of our country which reaches 
into the home of every American family. If the Government ever 
got hold of health care, if we had State medicine where the Govern- 
ment has complete control, as we believe they would have within a 
period of a few years under this legislation, then they have the power 
to march into every home, they have control of its medical records: 
they have the power to determine the quality of medical care that a 
family gets, what it pays for it, anid the whole works.” 

That, then, is the Sorienian of the end, we believe, of much of our 
private enterprise system.’ We've seen this has happened in Britain. 
The same thing would happen here. The trend would be to take over 
the hospitals next; they’ve already indicated that, and then to take 
over the insurance industry, because that’s tied in with the whole 
program. If you cut-off. all these various arms of the private enter- 
prise system, the Government will shortly be taking over the banking 
system, and the railroad system. We already have the Brannan plan 
under consideration to take over the farming industry. This is the 
beginning of state socialism in America. This is the way the so- 
cializers can destroy our whole system of Government, our freedom, 
and our whole economy. If the average American gets that picture— 
if he is told this not only determines how my doctor is going to, work, 
ultimately it’s going to determine where I can work—and that he may 
be told where he has to work and under what conditions—if he once 
vets that picture, he'll never vote for compulsory health insurance, 
or any man who supports it.. That is your big, most important issue. 

Mr. Weser. What media were employed by your firm to carry those 
sentiments and messages to the people ? | 

Mr, Wurraker. Maybe, Leone, you should talk about that one. 

Miss BAxrer. We used, Mr. Weber, every medium known to our 
profession. We-used publicity. We used television; we eventually 
used all forms of advertising. ‘We used’ radio. We used advertising 
it all‘its phases: newspaper and magazine space, mail and pam- 
phlets. We used over 100 million pieces of campaign literature. We 
liad 40, or’.50 different types of pamphlets, appealing to. ditferent 
types of groups.’ We used speakers’ bureaus. Our volunteers made 
thousands upon thousands of speeches. I-don’t have the exact figures 
here, but it ranged: into the tens of thousands of speeches before vari- 
ous types of groups. -‘We-used a very strong campaign. to secure en- 
dorsements, Which Mr. Whitaker was just mentioning and, by the way, 
J would liketo pin down what he was saying.a mement ago in respect 
to the effectiveness of securing those endorsements from groups-which 
seen) at ‘first, glance net to.be closely identified with an issue of this 
kind. -As‘Irecall, some: of.the thousands of organizations we finally 
had‘ on records against’ compulsory health insurance included,.the 
American: Bar: Association, .the American Legion nationally, :the 


\ 
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i nited States Chamber of Commerce, the National Grange, the Ameri- 

an Farm Bureau, and various other agricultural organizations, the 
General Federation of Women’s Clubs and various other women’s 
groups, the American Council of Christian Churches, the reta1l 
erocers—and scores of groups of that kind which don’t give their 
endorsements lightly, of course, on any issue. 

Mr. Warraker. I would like to cut in for a moment here to say 
‘hat one of the interesting values of endorsements in political cam- 
vaigns is one that perhaps isn’t often thought of by the general public 
tself. The value isn’t only in having these fine groups go on record 
for you, and their names published in support of vou, although that’s 
exceedingly important. But when a group of which you or I are 
members endorses a project, if we are active members, we become in- 
‘erested in that issue to some extent. Why did our group act? This 
results in a chain of events. It results in a great many individuals 
tarting to crusade on an issue. It gives you manpower. Then there 
: another asset which illustrates a point I would like to make with 
espect to our budget. This fine, secondary benefit which comes with 
favorable action by these great organizations, once they become con- 
vinced of the rightness of your cause, is that they use their mailing 
‘scilities, and their membership lists, to reach their thousands and 
‘honsands of members. That accounts for one of the notable absences 

our budget. There's very little in our AMA budget for postage. 
When it is know that we distributed 100 million pamphlets, you' may 
vell wonder, How did they. finance the distribution of a hundred mil- 
on pamphlets ? 

Mr. Weer. Did your firm actualy distribute a hundred million 
nmphlets ¢ : : 

Mr. Wurraker. We distributed a hundred million pamphlets in 
iiiree and a half years, direct to voters. 

Mr. Wreser. Through what sources ¢ 

Mr. Wurraker. It was done with these means. In the first place, 
very doctor early in the campaign was encouraged to have campaign 
punphlets available in. his waiting room for all those who came 
through his office. He was encouraged to carry a sign in his office 
which indicated that he was a dedicated worker against compulsory 
jealth insurance. It was a reproduction of the famous Fildes paint- 
ng of the doctor and a sick child, and under that painting was the 
caption “Don’t Change This Picture.” There were a few words of 
text indicating what would happen if politics came between the doctor 
id the patient. Now that immediately aroused attention. Then 
ear that painting would be the literature which the patient would 
ead while he was waiting, or which would be handed to him by the 
doctor. Then the sissdiaal eocietics through all of their facilities, and 
ihrough other professional and trade association groups, encouraged 
‘he distribution of literature by these groups. Now as these endorse- 
ments piled in, as hundreds of organizations started to send in their 
endorsements, we got in touch. with their executive secretaries and 
offered them campaign literature for distribution to their member- 
ships, explaining how it was handled, providing form letters to carry 
't, and other guidance of that kind. And once the State organizations 
‘tarted mailing literature to their State memberships, the work was 
broken down to the county level. For exaniple, the American Farm 
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Bureau Federation, which endorsed medicine’s position, reached vir- 
tually every member of every farm bureau in the United States. This 
became a continuous chain. 

Now it is true that a lot of people received letters from several 
sources. By that time they started to take it importantly. Un- 
doubtedly they felt, what is so important about this issue that we 
should receive pamphlets from 5 or 6 different organizations of which 
we are members? Out of this came the interest and the momentum 
which brought the letters from back home that clearly indicated to 
Congress that there was a tide turning in the United States. It is of 
interest in this regard that in the first month that we were employed 
by AMA, we made a check of the incoming mail in the Congressmen’s 
offices to see how the mail was running on the issue of compulsory 
health insurance. At that time it was running 21% to 1 in favor of 
compulsory health insurance. Nine months later it was running 4 
to 1 against it. ; 

Mr. Weser. How many Congressmen furnished that information? 

Mr. Wuiraxer. We checked, I think, over a hundred men in the 
House, and most. of them were happy to cooperate and many of them 
let us go through their correspondence. We had some of the men in 
our Washington office assist in this. I think it was revealing to the 
Congressmen themselves. We made no attempt to disguise the fact 
that we were going to try to change that mail; we let them know that 
our job was to see what an informed electorate would say on this 
issue. Up till now they’d heard from an electorate that had had only 
half the story. We wanted them to have the whole story. 

Mr. Weser. Did you also contact Members of the Senate to ascer- 
tain the sentiment on incoming mail ? 

Mr. Wuiraker. We did. They were included in the same check, 
and I think we covered about half the Members of the Senate. 

Mr. Weser. Where were the bulk mailings sent from? 

Mr. Wurraker. The bulk mailings of the AMA ? 

Mr. Weser. Yes. 

Mr. Wuiraker. Our mailings were distributed in manly ways. 
We handled the distribution in bulk for each State. For example, 
the New York State Medical Society would receive a shipment from 
us. It was worked out in advance how many they could use. The 
shipment went to them. They then broke it down and determined 
how they would distribute it between their counties. Then in other 
cases the New York Society or the Ohio Medical Society would call and 
say, would you please ship pamphlets direct to the following counties: 
or they would call and say, we have been getting a great deal of 
help from our dental association, would you send the dentists so many 
copies of a certain pamphlet. This is an inspiring story for people 
who say, what can a minority do in this country when it’s aa at- 
tack? How can 200,000 men reach 150 million people with the fa- 
cilities at their command? How can they do this reasonably and with- 
in the limits of their financial ability? The doctors multiplied their 
volunteers through personal associations, enlisting their individual 
friends, their family friends, and club associates, and by dedicated 
work on their own part to the point where in the final year of the 
campaign we had over a million volunteers working directly under our 
office in Chicago. These were rank-and-file people, many of them 
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not doctors or not even related to doctors; they were citizens whom 
the doctors had convinced that this was an issue of great importance 
to them. They ranged from men in the hardware business to men 
in the dairy business. When our advertising campaign was launched, 
it was a fascinating thing to see that the bulk of our support came 
from the small merchants on Main Street. This was a fight, then, to 
defend our great national economy and the principles that a lot of 
people in every walk of life felt were important to them. 

Mr. Weser. Can you approximate the number of different pieces 
of literature that were embraced by the 100 million pamphlets that 
were sent out ‘ 

Mr. Wuiraker. Leone, Miss Baxter I should say, for the record, di- 
rected the production of all the literature and, in fact, wrote the great 
bulk of it. 

Miss Baxter. I would judge that there were, that we produced 
nearly 50 different pieces of literature of various types, which were 
distributed as Mr. Whitaker has said. We tried in that literature to 
make various types of appeals. There was 1 piece, I don’t have 1 
here before me now, but there was 1 piece written specifically for 
women. ‘There were pieces with the labor appeal, and the small-busi- 
ness appeal. There were—— 

Mr. Wurraker. The farm appeal. 

Miss Baxter. Yes, we made a special appeal to agriculture, and all 
of the various appeals one must make when you are trying to influence 
millions of people. I would judge that we came very close to a hun- 
dred million pieces, or possibly exceeded that a little. Could I, Mr. 
Weber, refer to something that has come up a couple of times in 
respect to advertising ? 

Mr. Weser. Certainly. 

Miss Baxter. There was an advertising technique that probably 
wouldn’t be apparent unless we mentioned it. We had never expected 
to do any advertising, nor to propose it, in the AMA national cam- 
paign. We didn’t specifically provide for it in our budget in the be- 
ginning because we expected the issue to be resolved in Congress. We 
thought that it would be voted on in Congress. We thought then that 
if we could convince the people of the country, then their convictions 
would be made known to their Congressmen and Senators, as indeed 
they were. But we had not anticipated any advertising. When it 
became apparent that the case against compulsory health insurance 
was building strongly, you may recall President ‘Truman refused to 
permit the bill to be acted on in Congress. So we were not permitted 
that forum. We decided then that the only way we could resolve the 
issue conclusively, or as conclusively as possible, would be through 
showing how broadly throughout the land the convictions of the peo- 
ple in respect to the issue were showing. So this is a rather interesting 
point for the information of your committee. We prepared an ad 
which was titled “Who Runs America? The Congress? The Presi- 
dent? Or You and the Man Next Door?” It discussed the voluntary 
way and the American way versus the compulsory way, and it came to 
the conelusion that you and your neighbor run America. That ad 
was prepared as a half-page ad and as a full-page ad. It cost us a 
little over a million dollars to prepare that in proof form, to send it 
out very broadly to various organizations throughout the United 


States, to the doctors, the medical societies, to all the organizations 
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which at that time had endorsed the medical profession’s position wit|, 
a letter from 

Mr. Wurraker. And to run it one time in every magazine and news. 
paper in the country. 

Miss Baxter. That’s correct. 

Mr. Wurraxer. It was published once at our expense in every mag- 
azine and newspaper. 

Miss Baxter. That’s correct. 

Mr. Weser. And that cost approximately $1 million ? 

Miss Baxrer. That cost a alien, one hundred thousand, as [I re- 
call. 

Mr. Wurraxker. That included 12,000 newspapers, and all of ‘the 
major bona fide magazines. 

Mr. Weser. How effective was that particular feature ? 

Miss Baxrer. We wrote a letter then to the various organizations 
which had endorsed the medical profession’s position, sending a f 
of the ad and invited them to express their own convictions. That 
resulted in a voluntary advertising display which I don’t think ever 
has been duplicated in the history of newspapers in the United States. 

Mr. Weser. You mean by that, that it engendered voluntary adver- 
tising by individual groups at their own expense / 

Miss Baxter. It did, to the extent of over $2 million. 

Mr. Wurraxer, We spent a million dollars of AMA money for the 
original schedule. The tie-in advertisers, the people who thought 
enough of this cause to run an ad at their own expense, over their own 
names individually, totaled 65,000. Over 65,000 advertisers ran ads 
totaling over $2 million in cost with only a letter from us, and sug- 
gested advertising they could use as the incentive. This indicated 
how alerted the country was by the time the advertising was otfered— 
the fact that you could get merchants all up and down Main Street 
to buy that ad. I want to reiterate, this was not big business. We 
had very few ads from companies of the magnitude of United States 
Steel or the Borden Co. These were ads from the merchants all up 
and down the Main Streets. The hardware merchants, the drugstores, 
the soda fountains, the grocers—these are the people in America who 
really believe in free enterprise. The strongest believers we have are 
the small-business people, and how they came to AMA’s support. It 
was one of the most exhilarating things in the campaign for the doc- 
tors themselves, as they had never dreamed that they would be out- 
spent by their friends who had nothing to gain financially, but who 
only wanted to say to America: “I believe in this country.” 

Mr. Weper. For the record, and to identify the particular instru- 
ment referred to by Miss Baxter, suppose we mark as exhibit 1 of the 
pamphlets which started this advertising ground swell. entitled 
“Main Street Speaks Out for American Medicine and for Freedom.” 

Miss Baxter. Very good. That’s the report of the advertising cam- 
paign. : 

Mr. Weser. Thank you. Now may I go back for a moment, Mr. 
Whitaker, to an observation made by you for clarification. I believe 
that one of the strong arguments against, in support of AMA’s posi- 
tion against compulsory health insurance, was the theme that this 
form of socialism might destroy the American way of life. 

Mr. Wurtaxerr. That’s right. 

Mr. Werner. Could you amplify that a bit for us? 
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Mr. Wurrakar. We feel, as [im sure most men who are students 

f vovernment feel, that when any trade or profession or any business 
- regimented by government to this extent, that the government con- 
‘ols, No. 1, the charges made and the fees paid in that profession or 
business: No. 2, the source of funds, so that the paychecks and the 
money to reimburse the people in this profession come through gov- 
ernment channels; No. 3, to the point on the government exercises 
‘arge control over the client or patron, to wit, in this case, the patient, 
where it exercises a great deal of control over his actions in determin- 
ng which doctor he’s to patronize—then you have a socialized pro- 
jession or business. Once the government has that power, it has the 
power either to help that profession or business, or to destroy it. And 
io a large extent the business becomes subservient to government. 

We have watched with great interest the developments in the last 
few years in the National Government, and with some degree of happi- 
yess have noted a trend toward moderation ratesr than extremism. 
There was a period for a good many years prior to that during which 
the trend was for more and more Government intervention, and part 
of that the public asked for, This was not alone the fault of men in 
government by any means. The public got enamored of the idea that 
they could get things free from government. Now, of course, all of 
us who are at all sophisticated know that isn’t true. Anything you 
vet from government, you have to pay for and you usually pay for it 
with interest. But that philosophy had permeated the thinking of 
the people in the country to the point where governors of the various 
States and mayors of the cities came to Washington constantly to get 
money they should have raised at home. In turn, even some of our 
yreat businesses were looking to Washington for financing that they 
should have raised in the normal ways of financing. 

We feel that 'f that trend had continued for another decade in this 
country, we would have gone farther down the road to socialism than 
Britain did before she finally halted her march there. We've had the 
opportunity, both of us, to study conditions in England, including 
socialized medicine, as it’s practiced over there. Frankly, the Ameri- 
can people never would accept the type of medicine being practiced 
in England today. In our opinion, most American physicians could 
not possibly in good conscience practice under the British system. We 
had the interesting experience just recently of talking to a young 
former British doctor, who was a member of the RAF during the 
World War and was one of those who supposedly was a savior of 
Britain, who came back after the war was ended to find that his pro- 
fession, medicine, had gone under, or became, in effect, a Government 
agency during his absence. He tried to practice under that system for 
‘ months. We saw him soon after he landed in this country, and he 
said, “I have cut all ties, I've renounced my country, which is a hard 
thing for a man to do after he has just fought for it, and moved to the 
United States, because I had to make a decision otherwise that I just 
vouldn’t make, And that was whether I would short my own family, 
my wife and children, by giving them an inadequate living. or whether 

Was going to give my patients a poor type of medicine which, with 
« clear conscience, I;couldn’t gite them.” This young doctor came to 
this country, determined that he was going to dedicate the rest of his 
life tothe fight against state socialism. 
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Miss Baxter and I, even though we are professionals in the cam. 
paign management field, feel we have come up under the free enter 
prise system and we believe in it heartily. We have spent about haji 
of our business life fighting to defend it, because we are convinced 
that there cannot be any political freedom in this country, there can. 
not even be any religious freedom, unless you have economic freedom. 
Even though we feel that the American Government is the best, in 
the world today by all odds, and if we had to make a choice, America 
is our choice, we feel there are things in American Government. that 
should be corrected, too. And one of them is this march toward 4 
constantly growing government that may ultimately become the 
master rather than the servant. That is what made us feel thar 
socialized medicine would be an entering wedge that might weaken 
and endanger all those who are opposed to socialism—all those who 
‘an still fight for freedom in the resolute hope that they can win. 

Mr. Weser. In other words, would it be fair to say that your con- 
clusion is, and that theme was spread in your campaign, that the 
acceptance of socialized medicine would start a series of events which 
might be more destructive or as dangerous as, let us say, communism‘ 

Mr. Wurraxer. I think so. Miss Baxter and I are probably as 
anti-Communist as any people you know, but I have been much more 
disturbed about the march of socialism in the United States than I 
have that of communism, mainly because I think we are much more 
likely to go down under socialism than under communism. My feel- 
ing is that the great rank and file of people in our country are far too 
sound ever knowingly to accept communism. I think better of them 
than that. The only way this country ever would succumb to com- 
munism, in my opinion, would be through conquest by Soviet Russia 
or some other communistic countries, and we have to put our faith 
in the military that that won’t happen. 

But on the ideological basis, socialism is a much more subtle thing 
because it comes a bit at a time and no one knows he is being socialized 
unless he is very alert and very aware. Yet the ultimate end 
result isthe same. You can’t have any more freedom under a social- 
istic state than you can under a communistic state. You may have a 
little more beneficent state for a time, but ultimately any form of 
statism becomes despotism where all human rights just go by the 
board. Now in our country it has been considered smart by a lot 
of people, who should know better, to embrace ultraliberal causes. 
I have known many wealthy men who, I think, felt that they were 
atoning for the fact that they were born rich by embracing causes 
that would have destroyed the very system that made them rich. 
We have given a respectability to the Socialists. They don’t even 
call themselves Socialists. The oldtime Socialists in this country, 
the real Socialists of years back, are very moderate people compared 
to the state Socialists of today. Many of them would make good 
Republicans today. 

e don’t find the State Socialists registered as such. They are in 
both major parties. These are the men who feel that Government has 
some mysterious ability or power to do what is right for the people 
better than the people can for themselves. Now I never have believed 
that. I think the average American prefers to spend his own money 
and run his own life even though maybe he might not do as well as 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 12(] 


some Government agency would do for him. He still likes the privi- 
lege, and I want him to have it. 

Mr. Wenrer. Let us turn now, Mr. Whitaker, if we may, to the 
subject of financing the AMA campaign program on which you have 
restified. Would you give us details on that, including the compen- 
sation arrangements with your firm? 

Mr. Wurraker. Yes. 

Mr. Wezer. And the costs in the various categories / 

Mr. Wnirraxker. I would be very happy to. Let me say first, the 
means of collecting the money were these: the AMA house of dele- 
gates voted a voluntary assessment on its membership of $25 to raise 
the initial fund for the campaign. I’ve forgotten just what that 
came to, but through a period of 2 years it raised much more than was 
required. AMA, of course, used a great part of the dues funds for 
other purposes, for medical purposes and the running of AMA’s gen- 
eral operations. Our agreement with the AMA, Whitaker & Bax- 
ter’s agreement with the AMA, first was signed for a period of 2 
years covering 1949 and 1950 at a fee of $100,000 a year. The under- 
standing was that $60,000 of that, roughly, was fee and $40,000 was 
to cover expenses. We had expenses in excess of that, but this much 
allowance was made by AMA toward our travel and other expenses. 
The expenses included very extensive travel. We worked in virtually 
every State in the Union, both of us speaking and organizing the work 
of the campaign. After 2 years the AMA asked us to stay on for 
another year. They said they felt while they were in good shape, 
the job wasn’t finished and they would like to be sure that the threat 
of socialized medicine, or compulsory health insurance, was ended 
before we left. So we had a verbal understanding to stay on the same 
terms and under the same conditions for another year. At the end 
of that year we resigned and prepared to go home, but the AMA 
house of delegates asked us to stay again. We told them that we 
didn’t feel they needed us, but they said they would like to have us 
stand by as a fire department in case a fire broke out. We said under 
those conditions we would stay, working half-time for half fee, or 
$50,000 for the year. However, in the final year, we worked only 
half of the year, and then resigned as there was no further need for 
our services. Actually our total fee for the 314 years with AMA 
came to $325,000. 

Mr. Weser. Out of that fee was the expense of your Chicago office 
chargeable ? 

Mr. Wuiraxer. No; our own expenses, all of our travel expense. and 
all extra living expenses. We had the problem of having to maintain 
homes in two places. All of our entertainment expenses, which were 
very extensive, in holding special luncheons and dinner meetings were 
paid out of that. But in the office we had a budget, of course, for the 
staff and it may be that the amount of the staff budget will interest 
the committee, in showing the value we place on manpower as well as 
on media and other things. In a campaign of this kind, no matter 
how many fine radio spots you have, no matter how much newspaper 
oe space and so forth you may have, it is all meaningless 
unless you have able people doing the creative work and producing the 
copy that is used there. And it is meaningless to try to do a real 
organization job in this country unless you have fine experienced 
organization men, who understand fieldwork. Our little staff, as Miss 
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Baxter, has indicated, totaled about 40 to 43 most of the time. Every 
one of them was a keyman or woman, each good in his own sphere. 
And they were well paid in accordance with ability. Of our total 
budget, we spent $700,000 for fees and salaries, in the 314-year 
period. It’s interesting that that amount should be required for suc) 
a small staff, but we deliberately kept the staff small and emphasized 
quality in personnel rather than quantity. And everyone on the staf 
was sufficiently versatile to do several jobe. 

Although I think Miss Baxter has covered generally what was.spent 
in newspaper advertising and in radio and national magazine adver- 
tising, 1 think you will be interested in the exact breakdown, just for 
the record, and to give specific figures on each form of advertising, 
they were: our budget on national magazines was $297,000; on news- 
paper advertising, $587,000; on radio spots and broadcasts, $405,000. 
Then we spent heavily on printing, and this is a significant figure 
because of the great importance that we put on pamphlet work in this 
campaign. Our printing came to $1,356,000 for the whole period. 
Our organization department, the fieldmen that I was speaking of, 
came to $102,000. The travel expense came to about $95,000. There 
were other divisions, but none of great consequence. What this points 
up is that our money was concentrated on relatively few things— 
especially in doing a tremendous job of pamphleteering, one of the 
biggest that has been done in the country’s history. It will interest 
the committee, and I think that many of you will recall, that the first 
great pamphleteer in America was Benjamin Franklin, and probably 
the most famous. He wrote a pamphlet every time he got a new idea, 
and he really initiated the pamphlet habit in America, which the 
American people never have gotten over. We feel that with all the 
new media we have today, with television and with all these bright 
new things we have in electronics, the old fashioned pamphlet is still 
one of the finest ways to reach voters that we have. Now I 

Mr. Wener. Oh, please go ahead. 

Mr Wuarraxer. Our total expenditure in the AMA campaign, and 
again this is for the record, was $4,678,157.35. That was the cost over 
the entire period of 314 years. I think that is all I have to say on the 
budget aspect unless you have questions you would like to ask about 
it. 

Mr. Wener. May we go back for a moment to the question of raising 
funds, the financing of the campaign: is it correct to assume that 
practically every doctor who is a member of the AMA contributed 
25 to cover the assessment you mentioned / 

Mr. Wairaker. Not every one, but the ratio ran very high. 

Mr. Werner. Would it be correct, then, to say. that approximately 
*314 million was raised from that source ¢ 

Mr. Wurraker. By the first assessment. And then that amount 
again by the second assessment; however, of the money from the see- 
ond assessment, very little went into the campaign. AMA has a 
unique history in that prior to 1949 it was supported almost fully by 
the revenues of its publishing business, the Journal of American Med- 
icine, and other journals which it publishes. Finally when publishing 
costs climbed, that source became inadequate and it was necessary to 
levy dues. Irrespective of the AMA campaign, it needed the revenue 
from dues for the general support of the AMA and, of course, has 
dues today and probably will have in the future. 
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Mir. Wener. What practices and procedures were followed by yo 

rm and the AMA in connection with the reporting of the expendi 
tures ¢ 

\ir. Wurraker. We, of course, were registered under the Lobbying 
Act and we filed the full report required by the Government with bot} 
Houses of Congress. In addition to that, we filed complete vouchers 
and supporting statements for every single expenditure in addition to 
listing them. Many times our reports became very voluminous and 
at one time I beheve that Mr. Van Auken, our auditor, said that in | 
quarter our report to Congress, with exhibits. totaled 12 pounds. 

Mr. Weser. Was that a matter of deliberate policy by your firm / 

Mr. Wurraker. It was deliberate policy to cover everything so that 
there would be no question as to the fullness or accuracy of our report, 
and it had an interesting result, as I will mention. One of the Mem 
bers of the Senate one day wrote a letter and asked for a copy of our 
last report; he said he wasn’t able to find it or something and would 
like acopy. And he was one who had been critical of the AMA. In 
sending him a copy of the report, which we did by return mail, I said, 
we would like you to feel, Senator, that our records are open to you at 
nny time. In addition to this request, when you are next in Chicago 
we wish that you would come in and visit us and go over our books and. 
if you like, bring your own auditor with you: we are very proud of 
our books.. We want you to know that the money we’re spending 
on this campaign is being expended for the same purposes that you 
spend funds in your own campaigns, and we think that whether you 
agree With us in principle on the issue, you will agree with our ac- 
counting methods. We had a very nice letter back from him and I 
must say a very pleasant relationship with him in the future. 

Mr. Weper. May I state, for the record, that the witnesses have fur- 
nished for our consideration a report by certified public accountants 
of the receipts and expenditures of the campaign in question. 

Miss Baxter. That’s correct. 

Mr. Werner. Now, turning for a moment, and we are still on the 
subject of lobbying, I hope, do you have any particular thoughts that 
you would care to express for the committee’s consideration in connec- 
tion with reservation of the right of petition and attempts to require 
regulation thereunder ? 

Mr. Wurraker. Yes: I am very happy that this committee is making 
a study of lobbying legislation. I think that the problem involved 
here is not one of the amount of money spent. And I would say that 
this applies to election campaigns, too. Not the amount that is ex- 
pended but how it is expended and how honestly it is reported. Miss 
Baxter and I have felt that there should be no stigma attached to a 
busmess because it spends money in defense of its business. When 
legislation is introduced in the Congress which a man feels would 
injure his business, he certainly always should have the right of peti- 
tion in this country—the right to come to present his case to Congress. 
He should do it lawfully but he should feel at all times that the Gov- 
ernment wants to hear his side of the case and that his right to be 
heard will always be championed in the Senate and in the Congress 
of the United States. Those are the two places where all of us would 
like to feel that our rights and freedoms, all the freedoms we have, 
always will be championed. 
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In doing its work, whatever amendments the committee attempts to 
write into the law, I think, should be aimed at making it outa for 
the operator, and I’m speaking of the lobbyist, to operate efficiently 
and ethically within the law and to make it possible for him to comply 
with the law in every particular. I would like to see the law simplified 
if that is possible. I know, too, that in wr iting the law to cover all the 
contingencies that you have to provide for, it’s difficult to simplify. 
One of the problems that a layman like myself faces in reading your 
law is that I have to read it with a law firm sitting beside me. I cannot 
understand it in great part; at least 1 am not sure when I get to 
borderline cases whether I am within the provisions of the law or out- 
side the provisions of the law. I think that we should aim more at 
the purpose of getting truthful, full reports, rather than operating on 
the theory that lobbyists of necessity are corrupt and that the Con- 
gress must be protected against them. If we forego that theory and 
assume that most Congressmen are honest, and treat the problem in 
that respect, then we can come up with a system that will probably 
eliminate much of the criticism which exists today. So far as I’m 
concerned, any books in our office that have to do with any job that 
we're working on in the Congress—all of the books are open to 
Congress, we have no objection whatsoever at any time to showing our 
books. I think that anyone in our business should proceed on that 
basis. | 

We have no right, and I am speaking now concerning those of us 
in the public relations profession, or in the lobbying profession— 
we have no right to do things under cover. We have no right to do 
things evasively and have no need to do it. I have always believed 
that many of the men in public life, who felt they sometimes had to 
equivocate on issues, were wrong even politically—that it just wasn’t 
good politics. The man who has a good case can come before the 
public with confidence, we believe, and rest it there. These principles 
also govern with respect to the election laws covering the expenditures 
in campaigns, and are even more important there because the greater 
funds are spent, I believe, in election campaigns. I think putting 
the emphasis on a ceiling is wrong, because there is no practical ceil- 
ing. J have thought a lot about this problem, and Miss Baxter and 
I have discussed it with our partners in the business and with many 
cther associates. 

Mr. Weprr. May I interject, Mr. Whitaker, suppose we defer that 
phase of it until we get into the field of campaign expenses. In the 
meantime, may I inquire your views in those borderline cases, and I 
am now going back to lobbying, where the committee may find dif- 
ficulty in drawing a line as to what activities should be subject to 
regulation under the lobbying laws, and what activities should be ex- 
cluded from regulation. In those borderline cases, would you be in- 
clined to lean toward the requirement of registration and ‘report, or 
do you feel that regulation and report in borderline cases would only 
discourage our citizenry from exercising their right to petition? 

Mr. W1 HITAKER. I’m not really an expert on that subject as I have 
not lobbied in Washington. If I could make a general observation 
on that, it would be this. I think any man whose main business is 
lobbying, who goes to Washington employed for that purpose, should 
have no objection to registering. 

Mr. Wrser. How about borderline cases ? 
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Mr. Wurraker. I think this, that when you have a man who we'll 
say is president of a corporation, who has all the duties of the presi- 
dency, and he comes to Washington several days during the winter 
to appear for bills, he should certainly not be required to register 
as a lobbyist. He is appearing as president of his company. 

Mr. Weser. Well, for your information, Mr. Whitaker, appear- 
ances before a congressional committee are excluded. 

Mr. Wuiraker. I would go as far as to say that if he comes to 
Washington and goes beyond a committee appearance and takes some 
Members of the Congress to dinner and talks to them about a given 
bill, I still don’t consider that he is a lobbyist. I think that that is an 
incidental to part of his business. That day he may have operated 
in a hundred facets of his business where he isn’t required to register 
or make special affidavits that he is doing this work legally. 

Mr. Weser. Would you have any thoughts to express in connection 
with trade associations who devote most of their efforts, say, to tech- 
nical problems in a given industry and only a minor part to legislative 
activities 

Mr. Wurraxer. I think that that problem arose, incidentally, in 
AMA. They do have a Washington oflice. I know how they treat 
that problem there; it took a lot of consultation to decide what to do. 

Mr. Weper. May we turn now, Mr. Whitaker, to the phase of cam- 
paign expenses? How your firm has made a specialty, has it not, of 
managing and directing political campaigns / 

Mr. Wuiraker. We have for a period of more than 25 years. 

Mr. Weser. Approximately how many political campaigns has 
your firm managed or directed ? 

Mr. Wuiraker. We have managed some 77 national, State, and 
local campaigns in 25 years. 

Mr. Weser. Would you be good enough to turn to the techniques 
employed by your firm in that tremendous field within reasonable 
limits and, 1f necessary, point to specific campaigns to highlight any 
of those techniques. 

Mr. Wuiraxer. I think that possibly we should refer just briefly 
to a number of campaigns which might typify some particular ap- 
proach to the handling of a campaign. 

Mr. Weser. Yes, that would be very good. 

Mr. Wuiraker. We have during the years managed the cam- 
paigns of a great many men who ran for public office—for govern- 
nors and mayors and for other candidates for high office, including 
Earl Warren, our Chief Justice, when he first ran for Governor of 
California in 1942, and for our present Governor of California, Good- 
win J. Knight, when he ran for lieutenant governor in 1948 and again 
when he ran for governor in 1954. We also have managed the cam- 
paigns for several mayors in our own city of San Francisco, including 
Mayor Elmer E. Robinson, who just recently finished two terms. 
And we had a very interesting experience in running a campaign for 
Mayor Roger Lapham against an attempt to recall Mr. Lapham, 
which we will refer to in a moment. Then in addition to the candi- 
dates’ fights, we also had a part, I am happy to say, in the Eisenhower- 
Nixon campaign in 1952 when, immediately after the end of the 
AMA program, we directed the campaign of the National Profes- 
sional Committee for Eisenhower and Nixon. This was a campaign 
conducted for and by the doctors, the dentists, the attorneys, the 
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accountants, the pharmacists, and members of all of the professions, 
including the teachers and school people in the United States, who 
wanted their special sphere of activity in Ike’s behalf. Very differen: 
techniques are employed in campaigns for or against issues from those 
used in the campaigns for candidates. Many of the same methods 
are used, but often the approach is quite different, because in one you 
have an animate object—the candidate who is a force in his own right 
and often a tremendous force in his own behalf—and in the other, you 
have an inanimate object that you are marketing, an issue. 

This is a creative thing, for instead of selling a product you are 
selling principles and ideas. Among the issues, some of which would 
interest the committee perhaps, that are known nationally, we man- 
aged the campaign some years ago against the famous Ham and Eggs 
Pension Act, which was called Thirty Dollars Every Thursday. We 
managed the campaign against Upton Sinclair for Governor when he 
ran on his famous B. P. I. C. program: “End Poverty in California.” 
We have directed many of the campaigns against unsound economic 
issues of the nature which crop up in this State of ours that is in the 
process of — growth and evolutionary change. We also managed 
a successful campaign for the major ailroads of California against 
featherbedding practices on the railroads; this was the Antifeather- 
bedding Act which ws on the ballot in 1948. Then we conducted a 
campaign for the power companies against the Carrison Revenue 
Bond Act, which was a referendum against an action of the State 
legislature that would have destroyed the two-thirds vote require- 
ment on revenue bond issues in California. As an interesting aside 
here, that act passed the two houses of our legislature with only a 


dozen or so votes against it, but it was defeated ‘by the people by over 
a million majority. This is illustrative of the fact that business and 
labor and every segment of the community, we believe, should value 
the right of referendum in this country. if you get a bad decision 
or one that you think is a bad decision in one court, you have a right 
of appeal. 


We also have conducted campaigns for the school pny of Cali- 


fornia—a series of three of which we are very proud because we feel 
that they had a very beneficial effect on the cause of education through- 
out the country, not. just in our State. There was a period in 1944 
and through 1946 when we had such an acute shortage of teachers in 
California that schools were actually closed for lack of teachers to 
operate them. Young people were just not going into the field of 
education, and they were not for the simple reason that we were pay- 
ing the schoolteachers in many instances lower salaries than the 
janitors in the same buildings. The average schoolteacher’s salary 
when the California Teachers Association employ ed us for this work, 
the minimum salary of the teachers at that time—but the minimum 
usually became the maximuun—was just a little over a hundred dollars 
a month. In a series of 3 campaigns over a period of 7 years, the 
minimum teacher’s salary was increased in California by steps from 
» hundred dollars a month until teachers in California today receive 
about $4,000 a year minimum. We feel that that has been a fine in- 
vestment in a good sound economy in our State, in helping our State 
to raise children who have a proper sense of values and a proper sense 
of principles. It was one of the finest investments we could make in 
the welfare of our State when business voluntarily withdrew its 
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pposition to these bills, even though business and industry were going 
to the brunt of the cost. When we explained to business leaders 
how great the need was, they joined hands with the teachers in help- 
ing to enact this legislation and, as a consequence. the teachers of 
California don’t have the feeling today that big business is their 
nemy. They have the feeling instead that when they were in need, 
isiness was willing to give and give the hard way, out of its purse, 
to help them. 

That has brought a new era of understanding and friendliness be- 
tween what we might call the liberals and the conservatives in our 
California communities. These teachers, and this again illustrates 
how people with small incomes, can still make their influence felt in 
nublic—these teachers who were getting a little over a hundred dollars 
1 month gave $5 apiece or $10 apiece, or whatever they could spare 
to finance their campaigns. Over a period of 7 years they contributed 
~70),000 for a series of 3 campaigns which have increased the 
revenues of the schools by many milhons of dollars a year. We feel 
that that was a fine investment in their school plants, and in their 
own economic welfare, and they feel so. This is a case of 50,000 
reachers in the beginning, and now 90,000 teachers, banding together 
and by their own work, going door to door, carrying one election after 
another, by appealing openly to the public and saying “We are under- 
paid.” They didn’t dodge or disguise the issue that this money was 
to go to teachers’ salaries, They argued that it was ruinous to our 
teaching profession in the State to permit inadequate salaries to con- 
tinue. When the people had the facts, they voted the money. That 
type of work is rewarding. We have a feeling that our remuneration 
in fees, even though we charge good fees when we charge them—that 
our remuneration in fees is wholly secondary to the good we may 
accomplish occasionally when we have a good fundamental issue that 
neans a lot to our State or country. With respect to some of the other 
campaigns that we have managed, I wonder, Leone, whether you want 
to comment a little about the Lapham campaign and what was done 
in that instance. 

Mr. Werer. May I suggest, Mr. Whitaker, in view of the fact that 
it Is quite apparent that it would take days and possibly weeks to go 
into all of the activities covered by your recital] that we limit ourselves 
if we can to some of the techniques that are employed by your firm, 
and some of the activities which you believe might be of interest to the 
committee. First, can we turn to compensation, say in political cam- 
paigns. Do you have any formula to apply in charging for your serv- 
ices in that type of activity ? 

Mr. Wurraxer. We have, but I can’t tell you that it is a fixed 
formula. In the first campaign, as an example, that we conducted 
for the California Teachers Association, we felt that their need was so 
great and their purse so slim that we charged them a fee which meant 
that actually our office lost money on the account. We charged them 
*6,000 for a campaign that we might have charged another client 
$50,000 for. 

Mr. Werner. That relates to an activity tied in with the public in- 
terest. Tlow about a straight out and out political campaign? 

Mr. Wurraxer. This will probably not be news to some of the 
Senators who might be members of vour committee, but sometimes 
candidates are inadequately financed, too. We recall that when Gov- 
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ernor Knight first ran for Lieutenant Governor, we all set out in 
good faith thinking that we were going to have a good campaign 
fund, but it never materialized. Rather than take away funds from 
the campaign which were desperately needed to insure a proper cam- 
paign, Leone and I waived our fee and said, “Goodwin, we'll do this 
one on the house and some other day we’ll catch up with you in another 
campaign.” So that campaign for Goodwin Knight was run without 
fee or cost to him. I must say that he didn’t desire it that way, but 
it was our desire to do our utmost to insure his success. 

In the case of Mayor mee Lapham, when the recall campaign was 
launched against him, we had a different motive for not charging a 
fee, and we didn’t. We felt that the recall against him was very 
unfair, that he had done a good job, that there was no sound reason 
whatever for his being put through the distress of a recall election. 
We went into that fight as a civic duty, feeling that way about it, 
and when fee was discussed, we just said we’d rather not charge one. 
Of course, one can’t run a business like this and do that all the time. 
I believe we are known in the profession as being fairly high priced. 
We try to do this, though, to leave our clients feeling that they got 
what they paid for. We have always tried and hoped to turn out an 
unusually good job, and we have tried to get the personnel to do that. 
Our fees have ranged from $25,000 on minor issues to $100,000 or 
$150,000 on major or controversial issues. Our business is not, of 
course, solely dependent on campaign fees. We have a considerable 
public relations counseling business and that makes it possible for 
us, at times when we feel a candidate or a committee has a good cause, 
but little money, to be more generous in our attitude toward it; it 
allows us to waive fees at times or to cut them down. 

Mr. Weser. Turning to techniques, I realize that it is rather difli- 
cult for you to compress in a few words the techniques employed by 
you, but I wonder if you would be good enough to dwell on that sub- 
ject briefly if you can. 

Mr. Wuiraker. In the school campaign, which we were just dis- 
cussing, this reference to business supporting the teachers rather than 
opposing them, this actually was the product of a campaign tech- 
nique. When the campaign was first offered to us by the teachers, 
we said, “Where do you expect to encounter most of your opposition / 
It’s much more economical and much more satisfactory in this busi- 
ness to eliminate opposition before it develops than it is to beat it 
down.” They said, “Of course, the large taxpayers will oppose it.” 
We said, “We don’t think that necessarily should follow. Many of 
these large taxpayers are clients of ours; they’re well-intentioned 
men who have a great interest in the community, but probably they’ve 
never been told es serious your problem is. Would you consent to 
withhold any announcement of your campaign until we have 30 days 
to canvass these men and talk to them to see if we can’t eliminate this 
opposition beforehand?” ‘They had a fine story, and the result was 
that after a series of conferences, luncheons, and dinner meetings, 
visiting with the presidents of many of the great corporations, we 
were successful in eliminating virtually every last vestige of public 
opposition to the school act. Now that meant that the campaign was 
actually won before it was begun. 

Then we went to the other side of the street. We went over to the 
State federation of labor, and we said, “The school people need your 
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help; we want some real help for education, and for once in our lives 
we want to see the State chamber of commerce and the State federa- 
tion of labor going down the line together. Eventually we got both 
of those endorsements. Then we went before the Republican and the 
Democratic State conventions, and we said, “This is not a partisan 
issue; your schools are at stake.” Finally we got both party endorse- 
ments, so we could advertise: “Both parties agree, vote yes on three.” 
And we could also advertise : “Endorsed by the State chamber of com- 
merce and the State federation of labor.” You can’t beat that kind of 
an alliance. 

Mr. Weser. I believe that demonstrates quite forcefully some of 
the techniques employed in connection with the school program. Can 
we turn now, for example, to the recall movement against Mayor Lap- 
ham? Was there anything special about that situation ¢ 

Mr. Wuiraxker. Leone really ought to tell this story, because she 
drew one of the most famous, or some people have said infamous, pic- 
tures ever displayed on San Francisco billboards, and yet one that was 
exceedingly successful in accomplishing the results. We don’t like to 
have the public feel that campaigns are won by gimmicks. They are 
not. Most of the gimmicks have a certain value in interesting people, 
in getting their minds opened up so they’ll listen to the rest of the cam- 
paign. But Mr. Lapham had a rather unusual problem. One of the 
truisms of our business is that you can’t run a defensive campaign suc- 
cessfully. You have to take the offensive if you’re going to win. Mr. 
Lapham, by the very fact of the recall, was on the defensive. That 
in itself was pretty bad. He had this other problem, that he had no 
one running against him. The hardest thing in the world to do is to 
beat nobody with somebody. So we had this delicate problem. How 
were we going to get Mr. Lapham in an offensive position? How were 
we going to get a candidate against him? The recall had been in- 
spired by various groups in the city, none of which was quite identi- 
fiable. We in a general way knew who they were, but they’d never 
really been identified. If the recall succeeded, we knew that the next 
mayor would come out of the grab bag. The board of supervisors, in 
case Mr. Lapham had been recalled, would have had to pick up the 
mayor. The public would have had no voice in it. 

So we visualized this possibility. We were out driving one day; we 
stopped at a little restaurant to have lunch, and we were discussing 
this sehr seb How in the world were we going to get Mr. Lapham off 
the defensive? Just before we left, one of us had had a conversation 
with a newspaperman who had called and asked who was our oppo- 
sition. We had said we don’t know; it must be the faceless man. This 
was just an offhand remark. Leone recalled that at the luncheon 
table, drew a picture looking like a cartoonist’s conception of a bloated 
politician, but a faceless man. There was no face, but there was a 
big cigar sticking out of his mouth. He was quite a devastating look- 
ing character. Then she said : “Let’s get this into finished art and put 
this picture on billboards so that one morning everybody in San Fran- 
cisco, When he goes to work, will see this picture of the faceless man.” 
The caption over the poster ran: “Do you want a faceless man for 
mayor of San Francisco?” Then we started publicity in the news- 
papers, and ads with the picture of the faceless man to exploit the idea 
that the opposition to the mayor hadn’t had the courage to come out 
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and show themselves. Who were these mysterious opponents? Who 
would be the new mayor to be foisted on San Francisco? Of course. 
that immediately put Mayor Lapham in a fighting position with 
dramatic issue. 

Then we had one more surprise which we pulled out of the hat that 
helped a great deal. They were still circulating the recall petitions on 
the streets. But the petitions hadn’t qualified. The mayor had reason 
to believe his opponents were stalling until they could get the election 
called at a more favorable date. He mentioned it to us. We asked 
whether he would agree to put on his hat and come downtown on 
Market Street and sign one of his own recall petitions. Then. we'd 
dare them to get on with the job; challenge them to take their case to 
the people. Well, the mayor did that and from that time on he was 
never again on the defensive. Now those two little incidents illus- 
trate a technique and yet they didn’t win the campaign. The thing: 
that won the campaign were the issues of substance that came later, 
and all the campaign work that was done. What those two dramatic 
touches did accomplish was to get the people listening and interested, 
so that they all know there was a recall election on and all wanted to 
know more about it. 

Mr. Weser. Did Mayor Lapham’s opponents have the services of a 
public-relations firm / 

Mr. Wuiraker. Oh, yes; they did, although I have forgotten who 
managed their campaign. I should finish my story. Lapham won re- 
election by a very good majority and finished out his term, as he should 
have, with considerable acclaim and the good feeling of the community. 

Mr. Weser. What do you think of a situation where one side has the 
services of a public-relations firm but the other side, through lack of 
funds or otherwise, has no such assistance ? 

Mr. Wurraxer. Well, if it’s due to lack of funds, probably they 
shouldn’t be running for office. Nobody should start a campaign 
in this day and age unless he has adequate support, not just financial 
support but the other public support to justify a race. It’s very 
unrealistic for a candidate to just assume “If I offer my services to 
the people, they’re going to draft me.” It isn’t done that way.. Politi- 
cal campaigning today is a highly specialized field. The candidates 
themselves, of course, know much more about this than we who are 
their managers. No one really knows what a candidate goes through 
but the candidate himself. But he knows what it takes to get elected. 
An experienced man never will make a commitment to go into a race 
unless he feels that his basic financing is assured and his basic sup- 
port, so that he isn’t going to be disappointed or embarrassed. As far 
as Managers are concerned, I know of very few important campaigns 
these days where they don’t have professional campaign managers. 
Nearly all of them have. We have scores of competitors. Many of 
them are very good friends of ours, and we are encouraging more able 
people to enter this business because we feel that it’s a good thing for 
the country. Perhaps some will challenge whether public relations 
men have contributed anything to the art of electioneering or the art 
of politics in general, but we have the feeling that this country need: 
a very sturdy, alert, interested citizenry if it’s going to remain strong 
as a free democracy, capable of self-government. 
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Mr. Weber. How can you get the average citizen to make a politica! 
contribution ¢ 

Mr. Wurraker. Leone, you may like to talk on that subject, because 
we've had some experience in that respect and Miss Baxter has par- 
‘ticular knowledge of it. 

Miss Baxrer. Well, I was thinking this also illustrates a campaign 
technique that you might be interested in-—the technique of how to 
campaign without money. It’s virtually impossible, but if you have 
a little, you can do a great deal if you manage it carefully. I’m think 
ug of something that happened in the national professional cam- 
paign for Eisenhower and Nixon. That was a very brief campaign 
which we managed after we finished the AMA’s campaign. We had 
very little time and we had only $19,000 to launch a national cam- 
paign. We were asked to see what we could do with it. Of course, 
you couldn’t even finance a State advertising campaign of any kind 
with $19,000. So we prepared an ad. We didn’t have money enough 
io mat it, but we proofed it and we sent out, as 1 recall, 300,000 copies 
of it to various people who might be interested, mainly to doctors, 
to lawyers, to teachers, to druggists, and to professional people actu- 
ally because that’s what the campaign revolved around. The results 
of that experiment, I believe, are in the files of the IBM and the 
Advertising Checking Bureau. With that small expenditure of 
319,000 we succeeded im getting publication of the ads, financed on a 
voluntary basis, in. virtually every newspaper in the United States. 
The ads published totaled a half of a million dollars in value. 

Mr. Wurraker. That’s an evidence that you can take a little bit 
of money, if you have ideas, and make it grow into quite a reasonable 
-um. In that same campaign, immediately after her success with this 
venture, Miss Baxter wrote a very effective promotional letter to doc- 
tors, lawyers, dentists, and others asking for funds for specialized 
mass mailings and other work, This is one of the few campaigns in 
which we’ve ever raised the funds. Normally, that’s not our depart- 
ment. But we didn’t have adequate money available, so we experi- 
mented a bit in the raising of it for a period of less than 3 weeks, 
just with a letter and with a simple suggested program, outlining what 
we would do with the money if they gave it. We emphasized that we 
did not want large contributions. We wanted nothing over $10. We 
would appreciate dollar bills, two-dollar bills, fives, anything up to 
ten. As I recall, the funds raised in this manner totaled over $150,000, 
and the money came in from every State in the Union, just in response 
to a letter-appeal and in less than 3 weeks. That indicated to me not 
that you can always raise money just by sending out a promotional 
ietter; that would be a deceptive and misleading assumption, but that 
you have to have the people alerted and hot about a campaign, if they 
are to give. They have to feel strongly about it, and this was at the 
stage of the Eisenhower campaign when it had become a crusade— 
when if you were for Ike, you were for him enough to open up your 
purse. We hit at a good psychological moment and the letter laid 
out a very practical, simple program. It didn’t ask for a lot but for 
a little from a lot of people, and, as a consequence, we ended up 
making quite a respectable showing in an independent national cam- 
paign with no financial help, from the Republican National Commit- 
tee at all. We were able to do a specialized job throughout the Nation 
With the help of very small contributions from rank-and-file voters. 
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Miss Baxrer. May we go back and say that this was reported in 
the same way that any campaign is reported to the Federal authori- 
ties. And because we don’t want to be in the money-raising business, 
those funds were sent in to a vice president of the Harris Trust Bank 
in Chicago and accounted for by him. 

Mr. Weser. In the absence, however, of a hot candidate, so to 
speak, or a hot controversial issue, the financial success of such a 
program would be rather dim; would it not ? 

Mr. Wuiraker. I believe that to be able to raise funds in small 
amounts from masses of people, you have to have a great partisan 
feeling in the campaign. Now partisanship is not a bad thing; it’s a 
good ling for the country, just as “politics” is not a bad word except 
in the minds of those who don’t understand it. We need more parti- 
sanship in this country. The more partisan our people become in an 
election campaign, the more apt they are to do something, not only 
financially to help the cause but to do some doorbell ringing and a 
lot of personal work. When you have two strong men running against 
each other, each with a dedicated following, and with the campaign 
approaching white heat in the last 2 months, I would say it would be 
very practical to raise money in small amounts, if it’s done expertly. 
It must be done with wonderfully well-written letters. It is not easy 
to part a man from his money. It takes a very fine selling approach 
and he has to be made to feel: “This is important to me.” You can 
make him feel that if you write the right kind of letter. 

One thing I would like to speak out against, if I may, because I’ve 
heard that it’s being bruited around Congress—not that Congress 
is taking it seriously, but I think it’s being discussed in some quarters— 
is that I would be absolutely opposed to the whole idea of the Govern- 
ment’s financing or subsidizing ae campaigns. I don’t believe 
that we should appropriate public funds to support the Democratic 
Party and the Republican Party campaigns. I’m opposed to it for 
this reason: If we believe in self-government at all, if it’s worthy of 
our support, if we are to continue to have political freedom, certainly 
we ought to believe in it enough to accept the responsibilities that go 
with it as well as the privileges. And the minute we start turning 
over to Government the financing of political campaigns in this coun- 
try, we are abdicating a responsibility that is ours. It is not a good 
thing todo. We want everyone to find an increasingly lively interest 
in politics and a reason to be a part of it. I think that one of the fine 
byproducts of the AMA campaign is that doctors, who had not been 
too politically minded before that, will always be more interested in 
the future in every campaign. The doctors learned that it’s a good 
thing to be an active citizen. They got a satisfaction out of talking 
to their neighbors and winning a fight together. They'll never revert 
to being as disinterested as they once were. I think the more cate- 
gories of people in this country we can interest in politics by one 
means or another, and expose to active political campaigning, the 
happier and healthier for our country it will be. 

I also think it would be unsatisfactory, and this reverts to some- 
thing I started to discuss earlier, to put a ceiling on campaign ex- 
penditures. I think the emphasis is being put in the wrong place. 
What you need is clear, forthright, honest reporting of receipts and 
expenditures, and this I would enforce to the hilt. You need to know 
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whom the money came from and what was done with it: who con- 
tributed it, his name and his address, so that there’s no question about 
it. And then you need a check-by-check accounting, just as we make 
to a client, of how the money was expended. If you require that and 
then have a requirement that election reports be filed, say, one 45 
days before an election and one 15 days before an election, and the 
final report within 30 days after election, in which you detail all the 
spending and all the receipts—if you do that, the American people 
will decide what the ceiling should be. If anyone spends too much, 
it will backfire against him. It will not be an advantage. I’m not too 
concerned about the ceiling of $5,000 on an individual contributor, 
or whether that’s too high or too low. I do think this, Mr. Weber, 
that the danger from big givers and the supposed financing of cam- 
paigns by huge contributions is becoming less and less of a problem 
every year as we go along in the country. The only men that I know 
who can afford to give more than $5,000, or as much as $5,000, to a 
campaign are men of inherited wealth, and there are very few of 
them left; they are a dying race. Between our Federal income tax 
and our Federal inheritance tax, within another generation most of 
them are going to be gone. 

Campaign money comes today, by and large, not from big sources, 
or the very rich, and I’m testifying now as one who has expended 
alot of political money. Most of it comes the right way, in reasonable 
contributions of $100, $200, $500, that often hurts the man who gives 
it. He has to really dig down; he has to care when he parts with 
that much money. It’s important to him, because he’s often in an eco- 
nomic bracket where he can’t really afford it. I don’t think that it 
will serve any real purpose to put a ceiling on expenditures, because 
I don’t think it’s enforcible. The present $3 million expenditure 
ceiling 

Mr. Weser. On national political committees. 

Mr. Wuiraxer. Yes; we all know that that is wholly impractical. 
It is almost wholly impossible for the Congress to enforce a ceiling, 
even if you try to make one which is somewhat realistic, like a ceiling 
of $10 million or $15 million for a national committee. A national 
committee undoubtedly could be supervised so that you could get an 
accurate report of what it has spent. But there are 48 State com- 
mittees in the United States. There are 3,000 county committees. 
There are thousands of cities, most of which have independently 
financed campaigns for their candidates. From my experience, I 
think it is utterly out of the question for Congress, unless it sets up a 
special division of the FBI, ever to police that legislation. So I 
think the intelligent way to get at the problem would be to take off 
the ceiling entirely, and then make very rough penalties for any 
violations. I would make it a felony for any man convicted of violat- 
ing the basic campaign expenditure law, whatever it may be. I 
wouldn’t hesitate to throw the book at anyone who does violate the 
law. 

Mr. Werner. Violate the reporting requirements, do you mean? 

Mr. Wurraxer. That’s right; anyone who files a false report, or 
who files no report. I think you can insist on reporting, and I wouldn’t 
hesitate at all to put on very tough penalties. Then let the word go 
out through all the channels of the public-relations societies and ad- 
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vertising associations and all the other groups that have to do with 
the management of campaigns that we have a decent, workable law 
now, that it hasn’t any phony ceilings, that it’s a law you can live 
with. It’s the duty of our Public Relations Society to see that our 
members live with it, and abide by it. I feel confident that you can 
get the cooperation of the advertising people and the public relations 
people if you give them a workable law. I also think that the candi- 
dates for public office will be much happier. It’s a very unhappy 
and distressing thing for a man running for high public office to have 
to avoid looking at his own committee’s report of expenditures be- 
cause he knows that it’s false, but many of them do it today. 

Mr. Weser. Would you also remove ceilings on expenditures by 
candidates for Congress and for the Senate ? 

Mr. Wuiraker. Well, I don’t see why they should apply. I don’t 
see any requirement for them there, any more than in a presidential 
race, 

Mr. Weser. Getting back for a moment to an observation made 
by you about obtaining contributions from millions of our voters, I 
believe you indicated that such a result is not probable unless you get 
the population steamed up and partisan over a specific issue or a 
specific candidate. Do you mean that if a program were adopted, 
say, if the National Advertising Council put on a nationwide drive 
tc arouse the public to the wisdom and necessity of small contribu- 
tions from millions of American voters, that such a program would 
not be fruitful ? 

Mr. Wurraker. I have great confidence in the Advertising Council. 
They have done some wonderful work in that same type of activity 
for charitable causes and other things of that nature, but politics is 
not like a charitable cause. It’s something you either have strong 
feeling about or you have not. A lot of people—this comes as an awful 
shock to some of us in politics—but a lot of people never think of 
politics for 4 years; they disregard and avoid it until an election hits 
them. You would not be able, in my opinion, through any non- 
partisan drive, to raise campaign funds successfully. I think the only 
chance that type of campaign would have would be at a time when the 
two parties were whooping it up to a point where the people were hot 
and interested from that standpoint. But if they were interested 
from that standpoint, I think they would send their money to the 
Republican or Democratic National Committee rather than to the 
special committee. 

Politics is something where we need not only the individual’s money, 
but his work. So let us sell the people on our candidate, whether he 
be a Democrat or a Republican, and let’s make a twofold sale. We 
want the interested citizen’s money, but more than that we want him 
speaking out; we want him talking to his neighbors. If you sell him 
on one, you'll usually get the other. To make a mass money appeal, 
I think it would require right timing, when your general campaigns 
on both sides had been running long enough for the country to be 
excited about the election, and intensely interested. Then you should 
do a simply superb job of letterwriting to move voters, to make their 
influence felt-in the election. Now you have to tell the voter, and you 
shouldn’t use more than 2 or 3 ideas in any 1 letter, very simply why 
this isimportant tohim. This isn’t something you are doing for Eisen- 
hower or Adlai Stevenson. This is something you are doing for your- 
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self. Make his point of self-interest come up and you'll get his money 
and his personal help—he has one—there’s always a point of self- 
interest on any issue for any voter in America; the job is finding it. 
And that’s one of the key techniques in our business; find the point of 
self-interest and you win your voter. 

~ Mr. Weser. So that the raising of funds on a mass basis, therefore, 
is conditioned upon a hot issue, so to _ ¢ Pr 

Mr. Wurraxer. That’s right; and I think that it’s possible if that 
technique were developed, once the people got accustomed to it. You 
might get a great deal of money that way. I don’t think, though, that 
there’s any real problem in raising campaign funds. No candidate 
ever has as much as he thinks he should have. No campaign manager 
ever thinks he has as much as he should have. Actually, our cam- 
paigns in this country are pretty adequately financed, and there are 
very few candidates, in my opinion, today who are being influenced 
by the donations they receive to the point where it makes it impossible 
for them to be good public servants. 

I have known a great many men in public life. I have known some 
who were under great stress and great temptation. I want to say 
that I think the caliber of morality in public life is just as high and 
maybe a little higher than in most forms of private business or in 
other walks of life. I think you are dealing with a human factor here. 
If a man is going to go wrong, he’ll go wrong just as quickly whether 
there’s a ceiling on contributions or whether there isn’t—and whether 
he’s working in private business or for the Government. I think-that 
most of the men who accept the support of their friends for public 
oflice know that it’s given, a great deal of it, with the hope of reward 
one way or another—with the hope that the Senator will remember 
them when they need a new public building in their home city, or 
with some other reward. 

But I don’t feel that dishonesty is the impetus for campaign giving 
in most cases. I know a few wealthy men who are still left and who 
give money to campaigns pretty liberally. I don’t know one of them 
for whom the Government could do anything but maybe lower his 
taxes, and as we all know the Government seldom does that. These 
are men who are enamored of something, an idealogical theory or 
strong faith in the man or the issue they are backing, or they may 
simply feel that he is a dedicated person who will help the country. 
They become enamored of the man or what they feel the man can 7 
in public office and they give very generously without any hope for 
personal reward, but hoping that he will do some good for the State or 
country. 

Mr. Wener. So that if the Government removed all ceilings on con- 
tributions, you would have no apprehension whatever on the score 
that a few large wealthy families might donate lavishly sums in sup- 
port of a given campaign ? 7 

Mr. Wurraxer. There might be some of that. I think 
few wealthy families give pretty lavishly today, but I « 
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law from making political contributions or campaign contributions, 
Do you have any views on that score? 

Mr. Wuiraker. I do feel—in fact, I know from our own experi- 
ence—that the corporations are living up to that law. I think there 
is less violation on the part of corporations, when it comes to election 
giving, then by practically any other branch of the community. These 
great corporations have far too much at issue to risk the good names 
of their companies or the good names of their officers by giving 
corporate funds when they know it is illegal. They simply do not do 
it. There may be some smaller corporations, particularly groups that 
are owned by one man or a family, where their bookkeeping system 
is kept under the owner’s hat, where possibly some violations occur. 
But in what we speak of as big business, I think the law is being 
very generally observed. I know that one of your great problems today 
when you are raising campaign funds for candidates is that a corpora- 
tion, which is worth hundreds of millions of dollars, when it comes to 
making its contribution, may send in $800 which was obtained by each 
man in the top echelon giving personally $50 or $100. 

Mr. Weser. Would you favor removing the prohibition under the 
present law ? 

Mr. Wurraxker. No, I would be in favor of enforcing it more uni- 
formly to include labor unions, and I know theoretically it applies 
to every union today. But I don’t think that it is enforced with the 
same gusto that it 1s against business. I think that any law to be 
effective, particularly any law bearing on the operation of our Gov- 
ernment and election costs, should be enforced with absolute equality. 
The labor unions, of course, have means of raising money for special 
funds that are not reportable as corporate funds are reportable. I 
would say this, and I hope I’m not being unfair to labor in this re- 
gard, once there was a lot of irresponsibility among corporations, but 
big business has learned a great deal in recent years, and labor needs 
to learn these same lessons for its own good. Labor is big now. It’s 
matured, and labor should be proud to make as good a record as 
business in this regard. 

Mr. Weser. Mr. Whitaker and Miss Baxter, this examination has 
been prolonged beyond the time allocated for it. I’m sorry. I do, 
however, wish to express the thanks of the special committee for your 
cooperation and courtesies extended to me. I’m quite sure that your 
views will receive earnest consideration by the committee in reaching 
its conclusions on the matters under its jurisdiction. Thank you very 
much. 
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Untrep Sratres SENATE, 
SpecraL Commitree To Investigate PoiiticaL ACTIVITIES, 
LopBYING, AND CAMPAIGN CONTRIBUTIONS, 
Washington, D. C. 

The special committee met at 1:30 p. m., pursuant to Senate Res- 
olution 47, agreed to January 30, 1957, in room 357 of the Senate 
Office Building, Senator John L. McClellan (chairman of the special 
committee) presiding. 

Present: Reesied McClellan, Anderson, Thye, Purtell, and Gold- 
water. 

Present also: George Morris Fay, chief counsel; John J. McGov- 
ern, associate counsel Paul KE. Kamerick, chief investigator; Abraham 
K. Weber, assistant counsel; Joseph F. Dolan, assistant counsel; 
Charles L. Clapp, research analyst, and Vivien I. McConnell, chief 
clerk. 

The Cuarrman. The committee will be in order. 

In considering the final recommendations which this committee is 
to make to the Senate, it has become evident that one of the most 
important phases of lobbying and campaign activity legislation is 
the administration of the act. 

A number of witnesses before the committee have commented on 
the lack of administration of the existing Federal Corrupt Practices 
Act and the Lobbying Act. The students of this particular type of 
legislation, the writers, the political scientists, as well as other experts, 
have emphasized the need of an administrator with authority. 

At present the offices of the Secretary of the Senate and the Clerk 
of the House are merely depositories for reports which are required 
to be filed under present legislation. There is, in effect, no civil 
administration of either law. 

The Department of Justice is charged with the duty of prosecuting 
criminal violations of these acts. An examination of the record over 
the years illustrates the problems inherent in the lack of an existing 
administrator with responsibility and authority to work with the 
Department in the processing of the violations of this legislation: 
The Department of Justice is on record to the effect that it does not 
wish administrative responsibility for any lobbying legislation, and 
the Bureau of the Budget has concurred in the Department’s position. 

The evidence developed by this special committee appears almost 
without exception to support the recommendation that the establish- 
ment of an administrative office should be accomplished within the 
legislative branch of our Government. 
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This can only be accomplished by creating a new independent agency 
subject to the legislative branch, or, as authoritatively suggested, 
placing the responsibility for the administration of this legislation 
oe the jurisdiction of the Comptroller General of the United 

tates. 

The Comptroller has very graciously agreed to appear here in 
executive session today to discuss this subject with the committee. 

Mr. Campbell, will you be sworn, please? Do you solemnly swear 
that the evidence you shall give before this special lobbying commut- 
tee shall be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Campsett. I do. 


TESTIMONY OF HON. JOSEPH CAMPBELL, COMPTROLLER GENERAL 
OF THE UNITED STATES ; ACCOMPANIED BY R. F. KELLER, ASSIST- 
ANT TO THE COMPTROLLER GENERAL, AND JARLATH SLATTERY, 
ATTORNEY, OFFICE OF THE GENERAL COUNSEL, GENERAL AC- 
COUNTING OFFICE 


The Cuatrman, Mr. Campbell, the committee not only welcomes 
you to testify and give us the benefit of any suggestions and recom- 
mendations you may have, but we appreciate the interest you have 
manifested in this, and your willingness to help us. 

You may state your name, and your place of residence, and your 
present official position with the Government. 

Mr. Camppe.i. I am Joseph Campbell; my address is 2500 Massa- 
chusetts Avenue, Washington, D. C. I am Comptroller General of 
the United States. 

The CHamman. How long have you been Comptroller General 
now, Mr. Campbell ? 

Mr. Campse.i. I was appointed December 14, 1954, and confirmed 
on March 18, 1955. 

The CHatirMan. Do you have a prepared statement that you wish 
to make ? 

Mr. Campset. I do not have a prepared statement, Mr. Chairman. 
We have discussed this problem informally with members of our own 
staff, and of your staff, and we felt that perhaps we would like to 
discuss this whole mater informally with your committee because 
of its ramifications. 

The Cuarmrman. Will you identify for the record, the members of 
your staff who are present ¢ 

Mr. Camppe.tL. With me today is Mr. Robert F. Keller, Assistant 
to the Comptroller General, and Mr. Jarlath Slattery, of our General 
Counsel’s Office. I regret that our General Counsel, Mr. Fisher, 
with whom you are familiar because of his work with you in the past, 
is ill and cannot be here today. 

(Members present at the convening of the hearing were Senators 
McClellan, Anderson, Purtell, and Goldwater.) 

The CHamman. Mr. Fay, you may proceed to interrogate him. 

Mr. Fay. Asa little background for the members of the committee, 
with the thought that whatever recommendations this committee 
might make with respect to the Lobbying and Corrupt Practices Act, 
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it was the staff’s feeling that to have any effective operating legisla- 
tion there would have to be some administration of the act. 

At the present time there is, for all practical purposes, no adminis- 
tration of either act. The Secretary of the Senate and the Clerk of 
the House are required to accept reports that are required to be filed 
under these two particular pieces of legislation. 

The Department of Justice is charged with the responsibility of 
enforcing or prosecuting any violations of the act. However, there is 
no liaison between administrative supervision of the act and the law- 
enforcement aim of it. 

On the premise or assumption that legislation would be enacted 
which would seek to require full disclosure under the Lobbying Act 
of the relationship of anyone having direct contact with Members of 
the Legislature, those registrations would have to be in some kind of 
an agency that would be able to process them and supervise them to a 
degree to see that there was conformity which does not exist today. 

In our discussions, Mr. Comptroller General, I had indicated that 
today, under the Lobbying Act, there are approximately 1,100 filings 
of reports quarterly, or a total of about 4,500. That is the existing 
volume of the Lobbying Act work. 

With respect to the Corrupt Practices Act, there are filings by all 
candidates for senatorial elections, both contestants or more if there 
are more than two, and for all congressional contests. By law, they 
are required to file two reports. The committees are required to file 
4 reports a year, and in election years an additional 2 reports. 

We have no actual breakdown of the figures, but on the premise of 
the examples I have given you, you can see the magnitude of the re- 
ports are not out of reason as far as administration is concerned. 

Originally, in talking to you, I ask if you would express your views 
to the members of the committe as to how you saw, at this stage of it, 
the operation and administration of an act covering lobbying and 
campaign contributions. We are realizing in advance, that it is still 
a rather indefinite subject matter to deal with. 

Mr. CamppeLL. With respect to the Lobbying Act, I can see where 
our Office set up as it is with our regional offices and our legal staff 
which is a peculiarly able staff in the sense of it having government- 
wide knowledge, and with our accounting and auditing personnel 
would be in a position to take on the administration of the act. I 
think we could do an able job of it. 

When we come to discuss the Corrupt Practices Act, I think, we 
have a different problem entirely. Our office today, if ever, is an arm 
of the Congress and we work for the Congress—for the Senate and the 
House. When we think in terms of our policing of the Corrupt Prac- 
tices Act, I think we would be in a sense in the position of policing 
our employer. 

But I would like to first talk about the Lobbying Act and on that 
score I feel that you have a right to come to us and ask why we could 
not do it. I think that we can, and I do not think that it would up- 
set our organization particularly to absorb this job into our setup. 
_The mechanics of it is another matter which you would caste 
like to discuss later. 

Mr. Fay. I appreciate it is a little bit indefinite now to get specifics 
as far as the mechanics are concerned, but I did think that there 
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were some phases of it that you might be able to give at least an off. 
the-top-of-the-head impression as to those particular phases. 

Mr. Camesett. As I recall, we discussed the prospect of having in 
my Office an official who would be set up by statute to head up an 
organization within our present organization. I would not recom. 
mend that. I think it would be very difficult for me to administer 
the work. 

We now have the Assistant Comptroller General who also has a ten- 
ure of 15 years, as I have, and that is a very logical kind of an ar- 
rangement because there must be somebody there to act for me if any- 
thing should happen. k 

But with this particular problem, it would be much more efficient 
and probably more logical if the appointment of the official to ad- 
minister the Lobbying Act would be left to my discretion. 

The Cuatrman. In other words, you think that the responsibility 
in the legislation should be placed upon the office and not create a 
new position and designate that position to do the work ? 

Mr. Campsetu. Yes, I just do not see how I can avoid the respon- 
sibility in the first instance. It would be difficult to have you place 
by statute the responsibility with a man who, in a sense, would be sub- 
ordinate to me. 

Senator Anperson. I had a little experience in a situation in the 
Department of Agriculture where the Congress by statute had set 
up a particular person to administer a specific act. I tried one day 
to get a man to do something and I was told, “No, he is a Schwellen- 
bach officer and Schwellenbach is another department entirely. He is 
set up under an act passed by Senator Schwellenbach to inister 
a phase of the stockyards marketing and you cannot touch him.” 

said I did not want to touch him. I just wanted him to go to 
work. I found out that it was a very embarrassing thing because peo- 
ple expected the Department of Agriculture to be carrying out a cer- 
tain law and the Secretary of Agriculture had no authority whatever 
to get the job done. 

It was in his Department and the man was listed as one of his peo- 
ple and yet he could not, make him do what he wanted him to do. I 
quite agree with Mr. Campbell that, if we are going to put the respon- 
sibility in there, let him select the man that he thinks best can carry 
it out. 

Mr. Fay. That expresses views of what we have been talking about. 
We were trying to raise problems in order to ascertain exactly what 
you have illustrated very effectively. 

Mr. Campesetu. I think Senator Anderson speaks from experience, 
and I am speaking sort of from an academic viewpoint. 

Mr. Fay. Carrying it one step further, would you be able at this 
time to indicate to the members of the committee what you feel might 
be a logical setup an administrator of an act such as this would be. 
Would he be just an assistant to the Comptroller General, appointed 
by the Comptroller, or would he have a civil-service status? Just 
what do you foresee ? 

Mr. Campsett. I think to make the administration really effective, 
if it were in an office such as ours, the official would have to have a 
title. I think to make it effective, he would have to be known as 
someone, although it might not be in the title that you have suggested. 
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[ think that he well might be a civil servant or under civil service. 
[ see no objection to his being under civil service. 

Mr. Fay. Most of the employees in the Comptroller General’s Office 
are under civil service ¢ 

Mr. Campseti. All of our employees are under civil service, with 
the exception of our lawyers, of course, but they have all of the benefits, 
and we follow the civil-service rules and regulations with respect to 
their jobs. 

Mr. Fay. The heads of your divisions are civil-service personnel ? 

Mr. Camppeii. Mr. Weitzel and myself are the only two who are not. 

Mr. Fay. They are the exceptions? 

Mr. CampBeLn. Yes. 

Mr. Fay. Then, would you see any problem, or would you describe 
to the committee your views with respect to the administration of an 
act to the effect that it would be possible to prescribe the type of forms 
that would be required to be filed by people who would come under 
the coverage of the act? Do yousee any problem on that / 

Mr. Camppriy. I do not see any problem on that. I think that we 
are well staffed legally and otherwise for that sort of thing. 

Mr. Fay. And it would be possible for the administrator of whom- 
soever may be designated by you, to review the reports that were 
filed and determine the adequacy or the inadequacy, and make calls 
or demands for more information ? 

Mr. Campeetn. I think so. 

Mr. Fay. What is your opinion as to whether or not he might have 
statutory authority or not need statutory authority to give advisory 
opinions, as far as compliance is concerned on the face of it, that would 
not be under the criminal penalties? 

Mr. Camesett. As I say, Mr. Fisher, our General Counsel, has been 
taken ill. But I have just been reminded by Mr. Slattery that we 
discussed that point. Our feeling was that we would be in a position 
to give informal advice and informal] opinions. 

You see, that could be done adequately, and we should be able to 
cover the field. But I do not think that it would be wise to have it a 
statutory requirement. We would be swamped by literally thousands 
of requests for opinions. 

Senator Anperson. You would not set up in the law that that man 
had the right to give advice or opinions, you would want that power 
in the hands of the Comptroller and the Comptroller could give him 
advice to operate if he wanted to or turn him loose to operate if he 
wanted to. 

However, the Comptroller might reach decisions but this man would 
not want to do it on his own. 

Mr. Campsety. That is correct. 

Senator Anperson. He does not have 15 year tenure and he might 
be subject to being pushed around a little bit. I think it would be 
very desirable, if it is going over there, that the Comptroller be the 
individual who has the responsibility for passing on a thing of this 
nature. 

The Cuarrman. I guess that is what you had in mind. You were 
not dividing the responsibility. 

Mr. Fay. No, sir. 
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The Cuarrman. In other words, the Comptroller would have all of 
the act directed to him and whatever duties were charged, would be 
charged to him. 

Mr. Camppsety. As a matter of mechanics, I think that these re. 
quests for informal opinions would go into this man’s office and then 
he would go to the various people in our office who have the know-how 
to give him the advice he needs. 

wish to say something about subpena power. We do not feel 
that we should have that. 

Mr. Fay. That is also our thinking, but we raise the point so 
that we will have the question on the record and your answer 
on it. As we discussed further, where the reporting requirements 
are concerned, it is at least a staff feeling, and the committee has not 
passed on this yet, that the division line has to be criminal penalties 
restricted solely to direct lobbying as under the interpretation of the 
Harris case recently, and all of the other indirect lobbying of any 
nature whatsoever would be requiring full disclosure and reporting 
rather than registration. 

Under that reporting proviso, the staff thinking was that that could 
be enforced by civil process. 

In other words, carrying it one step further, the Comptroller would 
make an advisory opinion, for example, that the NAM should report. 
If the NAM does not report then it would be the staff’s idea that you 
should require the United States attorney in the district in which the 
NAM was operating to make contact with NAM to make a report, 
and their failure to do so would be subject to the contempt of court 
process rather than criminal process. 

Mr. Campseti. That would be my recommendation. 

Mr. Fay. You see no problem from an administration point of view 
of your office cooperating on that type of thing? 

Mr. Campsett. We now have somewhat the same problem, as the 
chairman knows. We have resort to the Justice Department or to 
the Committee on Government Operations, where we need help along 
those lines. 

Senator Anperson. I did not like the particular language that Mr. 
Fay used. He said that you ought to have authority to require the 
United States attorney to do certain things. I do not think that you 
should. You might have the authority to request the United States 
attorney. 

Mr. Fay. I stand corrected, sir. I did not realize I had used the 
word “order” him to doso. That is just so there would be that liaison 
between the administrator of the act and the enforcement arm which 
would be the United States attorney as being the procedure to carry 
out this thing. 

What would be your view with respect to compiling and summariz- 
ing information contained in the statements and reports that were 
filed pursuant to such an act and providing for dessemination of such 
information to the public. 

Mr. Campsett. I think that we are in a position to do that. 

Senator AnpErson. Do you think that you should make it to the 
public or to the Congress? You are an arm of the Congress. Do 
you think your report should come back to the Congress and the Con- 
eress might release it and that would be the proper channel for it? 
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Mr. Campse.y. I suppose that would be a matter for Congress to 
decide. 

Mr. Fay. I think that your division of thought there is appropriate, 
Senator. Some of the information would be for public purposes 
and records that are available to the public. 

Examination of the operating of the act would require, in our 
thinking, a report back to the Senate and the House every year or 2 
years, advising them what he would see as a deficiency in the authority 
he has or any recommendations that might improve the operation of 
the act. 

Senator GotpwatTer. That is what you had in mind. 

Senator Anperson. Aren’t the lobbying reports published in the 
Congressional Record ¢ 

Mr. Fay. Not the whole thing. It had to be cut down because 
of the terrific volume. 

Senator Anperson. I am only trying to save the Comptroller from 
probable later difficulties. If he is required to decide how much pub- 
licity to give a report and it does not get a great deal of publicity or 
he does not attach any particular significance, they will say, “Well, 
he is trying to cover up for the National Association of Manufac 
turers, the United States Chamber of Commerce, or the Brotherhood 
Church someplace.” 

If, on the other hand, he submits complete material to the Congress 
and the Congress releases it, then the Comptroller General stays in 
what I now regard as a very enviable position that he has. He is 
not in the publicity business at all. 

He reports back to the Congress and the Congress decides what it 
does with it. I personally would not like to see that part of his 
peculiar distinction destroyed. I think it is the most valuable thing 
that the Office has. 

Mr. Campse.u. That is quite true, Senator. We have no publicity 
department as such in our office. So that, in the absence of statutory 
direction, otherwise we would report only to Congress. 

Mr. Fay. I think the elaboration that the Senator has given cer- 
tainly supports our thinking. I did not express it myself as clearly 
as you have, Senator. 

Senator Gotpwater. It would be done pretty much the way it is 
done today. From whatever office is established it would go to the 
Congress and you include it in the Congressional Record and the 
public would pick it up. I think, though, that the counsel and you 
were talking about two different types of reports at the start. 

Mr. Fay. We distinguished them, I think. 

Senator Anperson. I just wanted to sort of wave a flag on this 
question of the Comptroller General making public and reporting to 
the public these things. 

Senator GotpwatTer. You are right. 

Mr. Fay. Most of this conversation for record purposes is, in effect, 
to make in advance a little legislative history as to what the thinking 
of the members is at this time as to how the most effective compliance 
with any legislation could be accomplished. 

That pretty well covers from an administrative point the ideas that 
I have at the present time to present, Mr. Comptroller. 

The Cuarrman. I have no other questions on this point. Are you 
going to cover the other now? 
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Mr. Campsety. I would like to say this, Mr. Chairman. We al- 
ready have a big job to do and if we had some other suggestion for 
handling this matter, we would make it. But frankly, we have given 
it careful consideration and we think that the suggestion that our 
Office be used is a very logical one. 

The CHatrman. Instead of the Congress setting up a new agency 
to service this activity, it just occurs to me that instead of doing that 
we have an arm of the Congress and we could both economize and 
also expect greater efficiency, I think, by placing the responsibility in 
your Office. 

Mr. Camppett. I would have a hard time arguing about that, Mr. 
ere even though it means more for us in the way of effort and 
work. 

The Cuarrman. How much do you think that you would have to 
increase your present personnel to administer this? 

Mr. Campsett. It is difficult to say at this time. We do not antici- 
pate any large staff. I think in terms of 20 people perhaps. This 
task could be spread among our entire organization. Our machine 
operation, our lawyers, and our accountants, and so on would be 
involved. 

The Cuarrman. You think that you can absorb it? 

Mr. Campsetu. Not completely. I would say not over 20 people 
would be used. 

Senator Anperson. I might say there, Mr. Chairman, that I really 
believe if this work could be assigned to the Comptroller General, 
you would have far greater compliance and you would have people 
telling the truth a lot more than if it is assigned to a legislative clerk. 

Now, the people of this country know that the Comptroller General 
has a pretty efficient and well organized staff. I think if they were 
reporting to them in the first instance, it would be more complete and 
accurate than if reporting to some legislative group. I would, there- 
fore, feel that the Comptroller General’s estimate of 20 people would 
be probably a very liberal one, probably more than he will need when 
the time comes to actually do it. These are not going to be filed every 


day. 

eee GoLpwaTErR. How many reports are there now? 

Mr. Fay. 1,100 a quarter; so actually about 4,500 a year. 

Senator Gorpwater. I imagine the first statement is probably right, 
that you would wind up absorbing pretty much all of this. 

Mr. Campse tu. It is quite possible, Senator. 

Senator Gotpwater. I believe with Senator Anderson that the 
strength and the dignity of your particular operation will cause 
people to file reports that have not filed before. The present situa- 
tion is not good; it is flouted both by politicians and companies. Peo- 

le ignore it. I am very glad to see you willing to take this on, and 
P think it would almost solve the whole problem. 

Mr. Campsety. As I said, if we could think of any other organiza- 
tion that could do it, we would be very glad to suggest it. 

The Cuarrman. Are there any further questions? 

Senator Anperson. This is just as to the Lobbying Act? 

Mr. Campsett. I still emphasize that. 

Mr. Fay. I would like to explore this other phase, Mr. Comptroller 
General, so we will have a record on it. 
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The prelimimnary thinking of the staif with respect to proposed 
recommendations on campaign contributions is along the ihne that 
there has not existed, since the inception of the Federal Corrupt Prac- 
tices Act, realistic ceilings, although definite limitations are set forth 
in the statutes. But they have been meaningless because of the way 
the actual workings of its provisions have developed in campaigns. 
So, if there were no ceiling that would put dividing lines around a 
candidate’s campaign, but there was a reporting requirement that 
would require all candidates, committees, as well as any individual 
working in behalf of a candidate to report to some central office, it is 
thought that possibly full disclosure on campaign activities and 
finances would accomplish what has not been accomplished heretofore 
as far as an overall operation of that subject matter is concerned. 

Now, looking at it from the standpoint of supervising or adminis- 
tering an act of that type, there would not be enforcement as far 
as violations are concerned because you would have no ceiling to vio 
late. You have none today because there has never been any prosecu- 
tion under it that we know of in the 25 years that this statute has 
been on the books. But with the idea of having full reporting and 
the requirements of seeing that the senatorial candidates and the con- 
gressional candidates, their committees, et cetera, did report, and 
being in a position to call upon them for information if they are dere- 
lict in the timing of their report, it was felt that under that type of 
suggested legislation administration might be accomplished by the 
General Accounting Office. ' 

Mr. Campsett. Mr. Chairman, on that matter, as I have indicated 


previously, I feel that is very much of a family matter. In other 
words, I think that the administration of the Corrupt Practices Act 
is something that belongs very much in the House and in the Senate. 
Our relationship up here is such an intimate one that I just cannot 
imagine our Office nn placed in a position of dealing individually 


with any Senator or 
campaign funds. 

The Cuarrman. You think in this instance Congress will just have 
to police itself ? 

Mr. Campset. I think that is one of the things that you might 
have to do. 

Senator Toye. Mr. Chairman, I think the Comptroller, Mr. Camp- 
bell, has put his finger on the most sensitive of these questions. If 
you were charged with that responsibility and you may have raised 
a question against a person and he was elected, you might fear he 
would be forever questioning any opinion or any decision or any 
report that you ever submitted just in order to gain revenge. 

Mr. Camppeti. Senator, particularly if he were right and we were 
wrong. 

Senator Ture. Either way, sir. 

Mr. Campseti. He would forever be consciously thinking of that. 

Senator Ture. I think that you have very wisely analyzed that 
question. 

The Cuamrman. That particular Member would never be convinced 
he is wrong, I am sure. 

Mr. Fay. Again, Mr. Chairman, we wanted the Comptroller to state 
his views rather than to be in a position of presupposing that that 
would be his position. At the same time, it is setting up the problem 


ongressman on such a personal subject as 
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that exists before the committee as to the handling of the two pieces 
of legislation. 

The Cuamman. Are there any other questions, gentlemen ? 

Senator Goitpwater. Has the Comptroller ever in his spare mo- 
ments, if he has any, given any thought to the general subject of 
campai vemenidinnret 

Mr. Campse.y. I have followed discussions about them very care- 
fully over the years. As the result of the suggestion that we appear 
before you, we at the Office have been discussing it quite thoroughly. 
I come up finally, always, with the thought that this 1s something that 
should be handled on a nonpartisan committee, such as your present 
committee, or perhaps a joint committee with the House. 

I think the mechanics of keeping track of the dollars and making an 
accurate report is one of those things which could be done almost in 
any number of Government offices having the facilities. It is a 
mechanical problem, but I think the decisions which must be made 
should not be at a level below the senatorial or congressional level. 

Mr. Fay. In other words, are you suggesting, Mr. Campbell, the 

ossibility of a joint standing committee whose responsibility it would 
be to see that full disclosures were made with respect to all senatorial 
and congressional campaigns ? 

Mr. Campsety. That is my best judgment. 

Mr. Fay. With an administrative staff such as a staff of a standing 
committee today ? 

Mr. Campset.. I think that might be the answer. 

Senator Anprrson. To do the administrative work and to see that 
the reports come in, leaving only for the joint committee the policy 
direction of that staff organization ¢ 

Mr. Campsetu. I think so. The most important task would be 
making the policy decisions and taking appropriate action. I think 
that the staff job—assuming that most of the reports would be correct— 
would bea relatively simple matter. 

Mr. Fay. I appreciate your views. 

The Cuarrman. Thank you very much, Mr. Campbell. We appre- 
ciate your assistance. 

Since we have a resolution of extension, we have to reappoint our 
staff personnel and readopt the rules that we operate under. Will 
someone make a motion ? 

Senator Purretyi. I so move. 

Senator ANprerson. Seconded. 

The Cuatrman. Without objection then, the motion is adopted and 
the staff is again confirmed by the committee and also the rules pre- 
viously adopted under the original resolution are adopted as the rules 
of the committee under the extension resolution, S. Res. 47, agreed to 
January 30, 1957, which will be made a part of the record at this point. 


[S. RES. 47, 85TH CONG., 1sT SEss.] 


RESOLUTION 


Resolved, That the special committee established by S. Res. 219, Eighty-fourth 
Congress (approved February 22, 1956), is authorized and directed to investigate 
the subject of attempts to influence improperly or illegally the Senate or any 
Member thereof or any candidate therefor, or any officer or employee of the 
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executive branch of the Government, through campaign contributions, political 
activities, lobbying, or any and all other activities or practices. 

Seo. 2. (a) The special committee shall report to the Senate on or before May 
31, 1957, and shall include in its report specific recommendations (1) to improve 
and modernize the Federal election laws; (2) te improve and strengthen the 
Federal Corrupt Practices Act, the Hatch Act, the Federal Regulation of Lobby- 
ing Act, and related laws; and (3) to insure appropriate administrative action 
in connection with all persons, organizations, associations, or corporations believed 
to be guilty of wrongdoing punishable by law. 

(b) The special committee shall cease to exist on May 31, 1957. 

Spc. 3. (a) For the purposes of this resolution the special committee is author- 
ized, during the period beginning February 1, 1957, and ending on May 31, 1957, 
to (1) make such expenditures from the contingent fund of the Senate; (2) hold 
such hearings; (3) sit and act at such times and places during the sessions, 
recesses, and adjournment periods of the Senate; (4) require by subpena or 
otherwise the attendance of such witnesses and production of such correspond- 
ence, books, papers, and documents; (5) administer such oaths; (6) take such 
testimony either orally or by deposition; (7) employ on a temporary basis such 
technical, clerical, and other assistants and consultants; and (8) with the prior 
consent of the executive department or agency concerned and the Committee on 
Rules and Administration, employ on a reimbursable basis such executive branch 
personnel as it deems advisable. 

(b) For the purpose of taking testimony the special committee may provide 
that fewer than five but not less than two members shall constitue a quorum, 
providing that both the majority and minority are represented. 

Sec. 4. The expenditures authorized by this resolution shall not exceed $100,000 
and shall be paid upon vouchers signed by the chairman of the special committee. 


STATEMENT OF HON. JACOB K. JAVITS, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


Senator Javirs. I testify only as the former attorney general of the 


State of New York. I had some experience with this. For whatever 
use it may be, I shall give you the benefit of what we found. 

Our law in the State of New York is very, very different from the 
Federal law in this respect. It primarily requires a filing of expense 


statements by the people who pay the lobbyists rather than by the 
lobbyists themselves. 


The Cuarrman. What is that? 

Senator Javits. It requires expense statement filing by the people 
who pay the lobbyists rather than the lobbyists themselves. ues is 
how it actually works: 

The lobbyist registers with the secretary of state the fact that he is 
lobbying—period. That is all he does. His employer, or the people 
who pay him, are required to file a statement of their payments and 
expenses. There really have been no effective sanctions for not doing 
it. There are criminal penalties by way of misdemeanors which have 
never been enforced, and never has an actual case come up on the 
record for enforcement. The attorney general, who I was a short time 
ago, has authority to sue for civil penalties for every day in which the 
necessary return is not filed within a specified number of days after 
the legislature adjourns. 

I was apparently one of the attorneys general who got after this 
thing. I looked into it and I found that there was a substantial failure 
to file expense statements. The way I found out was that I made a 
survey and found that whereas we had 115 lobbyists who said they did 


lobbying, we only found 83 filed expense statements by those who 
retained lobbyists. 
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So, the Attorney General got after everybody and everybody finally 
did file. Then, based upon my investigation, I made some recom- 
mendations that the law be changed—interestingly enough—to con- 
form with the Federal law. That is, to require the lobbyists themselves 
to report their expenses, what they were paying and to whom. 

That bill failed to pass the legislature. Our legislature did not 
wish, apparently, to go further on the lobbying statute. 

Just about that point, I was taken out of that job and sent here and 
so my personal activity on that subject ceased. 

Now, if I had a recommendation to make to you, I would, of course, 
make the first and foremost one which I am sure you do not need from 
me, and that is that the greatest sanction against insidious lobbying 
which seeks to corrupt rather than educate or inform is wide publicity, 

We found in New York that the white glare of publicity was the 
greatest corrector. People who can afford to back up lobbying are 
always sensitive to what the public thinks about them. After all, 
that is why they are lobbying. 

Also, we found in New York, as I found here, as a Member of the 
House, and I am sure I will find as a Member of the Senate, that lobby- 
ing is not all bad simply because they give you only one side of an 
argument. If we have the honesty and integrity of purpose which 
we should have as legislators to hear the one side and then try to find 
out. what we can about the other side, it is a good thing and provides 
a real public service. 

It is somewhat like a court. We do not have the staffs to learn every- 
thing about every question and it is the business of the lobbyist to 
know all about his side. So if you get a good one at least you get one 
side of a question thoroughly documented. Then you might find 
another lobbyist on the other side, or, if not, you only have half of 
the digging to do, to get the other side of the argument. 

The last point is that, really, under the New York statute as under 
the Federal statute, there was nobody calling the tune. It took the 
Attorney General, who had the only right to sue for a civil penalty, to 
step perhaps a little out of order in getting after people to file the 
statements. 

Now, really we had no real responsibility to do that. My job was to 
be a prosecutor. That was kind of stretching our function a bit. Yet, 
there was no one else to do it. The secretary of state is a ministerial 
officer with many things to do. The clerk of the senate and the clerk 
of the New York State Assembly within the context of their functions 
cannot get after people to file statements. 

So, in New York, it is pretty much left up in the air. In addition, 
under our New York law it takes the local district attorney to institute 
an action before a grand jury for a misdemeanor, if he feels that one 
has been ccmatitted. You can well understand that this would be at 
the bottom of most district attorney’s lists for action. 

So, if I had recommendations to make, I would make two. One 
would be that the most possible information be filed at the most appro- 
priate time and with the greatest public accessibility. Second, some 
central person or agency be designated with active responsibility to 
see that the law is complied with, not so much to prosecute people or 
send them to jail or fine them, but to get after it and see that it is done. 

Those would be my two recommendations, Mr. Chairman. 
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The Cuamrman. We have just heard from the Comptroller General 
and discussed with him the feasibility and practicability of placing 
that responsibility in his office. Would you have any comments to 
make about that? 

Senator Javirs. I think, Mr. Chairman, this committee, with its 
creat fund of information on the operations of Government, would 
know better than I where, in the Federal Government, this could best 
be placed. 

I like the idea of a nonprosecuting agency, and one that has a repu- 
tation for taking care of things on its agenda. 

The CHarrman. That would be a nonprosecuting, factfinding 
agency, and an agency of the Congress, itself. ‘Those considerations 
have appealed to some of us as possibly the logical solution. 

Senator Javirs. If this committee, Mr. Chairman—perhaps this 
will answer it best—brought in such a bill, I would vote for it. That is 
perhaps the best answer I can make. 

The CHarmman. Are there any other questions ? 

Mr. Fay. Senator, did you have any experience at all in the New 
York field with respect to the question of contingent-fee lobbying? 
Did that come up? 

Senator Javirs. Yes. Our statute, of course, is directed at the con- 
tingent-fee lobbying evil, but we find that it is slightly archaic; it is 
rarely done anymore, really. Nowadays people seem to find that they 
are perfectly willing to pay a retainer fee. Do I make that clear? 

I say it is old-fashioned not so much that it does not happen, but 
it is one of those rough practices, like a rebate under the table or 
something. They have thought of much more artful ways of doing 
it now. 

Mr. Fay. Another factor has been raised, Senator, that you might 
evaluate. That is that in some particular instances, where the claimant 
is an individual financially unable really to prosecute the complaint, 
if they can get a contingent arrangement, sometimes justice is done 
that way by a bill being put through the legislature. 

Senator Javits. I would say as a lawyer, I would be opposed to 
any rule or regulation which would make it unlawful to do legal 
work for a contingent fee. I think that applies as much to the need 
for intelligent representation in preparing claims legislation as it 
does in the need for intelligent representation in preparing a negli- 
gence case. But, the risks to the public in contingent-fee lobbying are 
thought to be so great that in New York we prohibited it, as I said. 

Mr. Fay. Thank you. Did you have an opportunity to study the 
question as to re of the executive branch of the Government? 

Senator Javirs. I would not wish to advance an opinion on that 
beyond saying this: From my experience, both as an Attorney General 
and a Member of Congress, I believe that if you are going to try to 
regulate lobbying by people in Government, you are going up a rabbit 
track that is going to get into a lot of trouble. People in Government 
have a right to lobby with each other. We are all over 21 and if any- 
one of us is going to be hit on the head by any Cabinet officer to vote 
the way he should not vote, he does not deserve to be here. 

Senator Tuys. It is quite well stated. 

The Cuarrman. Thank you very much. 

All right, Senator Clark. 

84181—57——40 
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STATEMENT OF HON. JOSEPH S. CLARK, A UNITED STATES 
SENATOR FROM THE STATE OF PENNSYLVANIA 


Senator Ciark. Mr. Chairman, I should like to comment only briefly 
on the subject of campaign financing. I have no views which I thin 
would be of any use to the committee on the subject of lobbying. 

In general, I would like to associate myself with the memorandum 
on reforms and campaign financing which the junior Senator from 
Oregon has prepared and I understand will be presented. 

The Cuarrman. The clerk just suggested to me that possibly you 
would prefer to testify after Senator Neuberger. 

Senator Neusercer. Senator Clark has started and I would prefer 
to wait. 

The Cuatrman. All right. Go right ahead. 

Senator Crark. I think I can get out of your way fairly quickly. 
I would like to associate myself generally with the memorandum 
which Senator Neuberger has prepared and then to make five brief 
comments on my Own. 

First, with respect to our experience in Pennsylvania this fall, I 
do not think anybody in either party could sincerely and conscien- 
tiously say that we have a proper system of accounting for campaign 
contributions in Pennsylvania. It is a mess. 

We have expenditures and collections by the two national commit- 
tees and we have expenditures and collections by the two State com- 
mittees. Each one of our 67 counties has two county committees 
which raise and spend money. There are a number of separate com- 
mittees for separate candidates who raise and spend money. 

We had the senatorial campaign committee on both sides which 
was spending money and raising it in the State. Frankly, Mr. Chair- 
man, it makes Electric Bond & Share in the heydays of the twenties 
look like a simple little organization when you compare it with the 
intricacies of the campaign solicitation and distribution and account- 
ing in Pennsylvania. 

In addition to that, although I certainly could never prove it in 
a court of law, my experience as a politician there for the last 25 years, 
satisfies me that large sums of money are collected and disbursed by 
both parties without accounting and that there is probably no way 
in the world under present law by which that can be caught. 

T am not too clear about the laws in other States, but in our State 
it is entirely legal and legitimate to pay watchers at the polls on elec- 
tion day. We have in the city of Philadelphia slightly over 3,000 
divisions and they are called precincts in most other States. It is 
customary for both political parties to raise a minimum of $100 a 
division or $300,000 in cash from both Republicans and Democrats in 
the city of Philadelphia and hand it out the day before election to 
precinct workers who do with it as they see fit. What happens to that 
money, I think that I can leave to the imaginations of the experienced 
politicians who are members of this committee. 

So we have a most unsatisfactory situation. That would be my 
first point which is merely that that condition cries for reform. I, my- 
self, have no more specific proposals than those which have been 
advanced by Senator Neuberger and which, from talks I have had 
with Senator Gore, I believe he also intends to handle in the bill which 
will shortly come before this committee. 
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My second point is the evil of the large contributor. I believe it to 
be a real evil. May I say for the benefit of Senator Goldwater that I 
think that applies not only to contributions which are gathered up 
from very wealthy individuals, but also from contributions which are 
vathered up legally from labor unions. 

One places the candidate, usually of the Republican Party, under a 
certain feeling of moral obligation which, of course, you feel you must 
resist in the interests of your constituents, but nonetheless it is there. 

People have done favors for you and you are only human if you 
do not have that in the back of your mind. It is the large contributors, 
most of them to the Republican Party, that put one set of pressures 
on. On the Democratic side, you have the contributions from labor 
unions made, in accord again, perfectly legitimate, which tend to 
put you under pressures on the other side. 

I do not care how completely full of integrity any individual is, 
and I assume that neither I nor any of my colleagues in the Senate 
yield to any of those pressures, but the mere fact that they are there, 
I think, is an iio evil thing. 

Therefore, I would strongly urge some method by which large con- 
tributions which tend to corrupt, could be controlled by Federal 
iegislation. 

My. third point is that I think the most effective way for dealing 
with that particular evil has been suggested by the Junior Senator 
from Oregon, which is to permit a small income-tax credit of say, $10 
for a campaign contribution made in connection with a Federal elec- 
tion. 

The Cuarrman. You would have it a tax credit and not an exemp- 
tion or a deduction ? 

Senator CLarKk. Not a deduction, but a credit. 

The Cuatrman. An actual credit on the tax? 

Senator Ciark. Yes; and I think if we think in terms of the loss 
to the Treasury, it would in the end be relatively small. 

Senator Torr. May I ask a question at that point? That is it must 
be certified that he had made that political contribution. In other 
words, he would have to show evidence of it. 

Senator CrarK. Absolutely. 

Senator Ture. Of a receipt that he had made the contribution ? 

Senator Ciark. To a recognized political committee, or to a par- 
ticular candidate in a particular election. 

Senator ANperson. Why do you make it on the tax? I recognize 
that gives a greater benefit to the man of small income. 

Senator Cuark. That is why. I think it is important that it should 
be the average individual citizen who is encouraged to participate in 
politics in this way, as well as in active work at the polls. It is really 
to eliminate the evil of the large contributor because I think if you 
gave this tax credit, you would not need any big contributions any- 
more. You would get plenty of money en them. 

We all know the cost of elections is rising all of the time. The 
cost is going up. My goodness, with 67 counties and 11 million 
people, slightly over 5 million registered voters in Pennsylvania, we 
have one of the most expensive propositions on our hands of any 
State in the Union. It is deplorable, but there it is. 

How. can that money be raised without, in effect, creating the im- 
pression that each of the political parties tends to be owned by a rela- 
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tively small group of wealthy individuals or wealthy unions. That, 
I think, is an evil thing in our politics. 

Senator Anprrson. But placing it on the basis of a reduction of 
the tax itself would remove a great many people from the tax cate- 
gories entirely. 

Senator CuiarK. I think that would depend on how much it was. I 
would say $10. That would be $20 for a married couple. In a family 
with an average taxable income of $2,000 or $3,000 there is still plenty 
of tax left. 

Senator Ture. Right at that point, Senator Anderson raised a 
question that came into my mind. There are a great number that have 
no need of a tax credit and they are excluded entirely, you see. 

Senator Criark. I understand, but that would not concern me be- 
cause you would have made a measurable improvement on the pres- 
ent situation and you would have given an inducement to people of 
moderate and low means who were still within the 20-percent tax 
statute at present to participate actively in politics. I believe that 
hundreds of thousands of them would. 

The CuarrmMan. I have one question that occurs to me. Would you 
give them a credit for their taxes if they made a contribution to a 
State race other than a Federal race? 

Senator CrarK. I think that is something that ought to be thought 
through pretty carefully. 

The Cuarmman. It just occurred to me. 

Senator CLarK. I would think that this is the kind of thing where 
it might be well to move slowly and get some experience. 

The Cuatrman. You can make it on the Federal first. 

Senator Ciark. Yes, and then, you see, you have the problem of 
primaries, too. That would be something which would have to be 
moved into with a good deal of caution. 

The Cuarrman. In my State if it is a Federal office, if you did not 
give it on primaries, there would not be any point. 

Senator Ciark. Despite the earnest efforts of Senator Goldwater 
and others to change that situation. 

The CuamrmMan. Someday they may change it. 

Senator CLiark. My fourth point would be that with respect to 
television and radio expenditures which are representing an increasing 
amount of the total campaign expenditures, as time goes on, it has 
occurred to me that it would not be unjust to ask the television and 
radio broadcasting concerns, who are licensed to be on the air by 
permission of the Federal Government, to contribute a substantial 
amount of free time to the candidates of the duly constituted political 
parties and I do not think you would have too much trouble with 
minority parties. There are devices for handling that. 

Instead of permitting the stations—and, indeed, encouraging 
them—to grant political time during the hours when we know people 
are willing to listen only upon payment not only frequently of the 
normal cost of that time, but of the cost of taking the sponsor who 
ordinarily wuold have that time, off the air. 

It has not seemed to me that it would be unjust to require a grant 
of special public service time, a good deal of time particularly in pe- 
riods between Labor Day and election day in the fall, and for per- 
haps 4 weeks before the primary in the spring, to make as a public 
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service a contribution of radio and television time which would, of 
course, cut down at least to some extent the overall cost of campaign- 
ing. 

The Cuatrwan. Who would bear the cost, may I ask; if they give 
the free time, who would pay for it? 

Senator Cuarx. The answer to that, sir, is pretty nearly certainly 
their commercial broadcasters. 

The CHamman. I recall I appeared on some program up in New 
York one time and I think it was a half-hour program. They told 
me, if I am not mistaken, that it cost $17,000 to put that on the air. 
That wasachain or hookup. That was for 30 minutes. If it actually 
costs that, somebody is making that much contribution to politics. 

Now, could they stand it? I do not know. 

Senator CLark. Presumably that would have to be considered, too. 
My guess is that they could stand a lot more than they are now con- 
tributing and, as you know, the FCC does require them to give a sub- 
stantial amount of public service time and they do have all of these 
sustaining programs where they do not get anything for it. 

But they tend to put that time at 4 or 5 o’clock in the morning or at 
various other times during gthe day when the American voting public 
is not particularly keenly attuned to the television or the radio. 

Senator Gotpwater. What do you do about the man in politics who 
owns, or owns shares in, a television or broadcasting station ? 

Senator Crarx. Frankly, Senator, I have not thought that one 
through. I imagine it is a serious problem. I imagine ways could 
be devised of handling it but I also imagine there are not too many 
of them in the 48 States. 

Senator Gotpwater. There are more than you think. 

Senator Ture. There would be more under that circumstance. 

Senator Crarx. It might be. 

Senator ANpDerson. I am just wondering about this time question. 
In fact, there are a good many local stations having considerable 
difficulty now. 

Senator Crark. As far as Pennsylvania is concerned, Mr. Chair- 
man, I have found in the campaign last year that almost every coun- 
try radio station in Pennsylvania was delighted to have me and my 
opponent or just one of us appear for 5 or 15 minutes of live time. 

Frequently, they did not charge us anything. I remember on one 
occasion I paid $2.50 for 5 minutes of prime time in a station that 
covered three counties. It is not the little stations that you have the 
trouble with. It is these big network stations that put on the pro- 
duction show and if you want a statewide hookup, it costs you a 
fortune. 

If you want a statewide hookup you are getting into big money. 
Seriously, and not in humorous vein at all, I suggest that might be a 
helpful curb on inflation. What, after all, are they doing? They are 
pressing all kinds of consumer goods on the country, which one could 
make a strong case that we would be in better shape if we did not 
buy so many of them and then we might have a little money for small 
business and the farmer and the housewife. 

Mr. Fay. While you are still on that point, may I ask one question. 
Do you have an idea from your experience as to the cost of a state- 
wide primary television hookup during the campaign? The New 
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York chairman of the Republican and Democratic State committees 
indicated in New York it was about $20,000. 

Senator CLarK. I would be happy to get accurate information and 
file it with the committee. My best recollection is that it is around 
$17,000 in Pennsylvania. 

Mr. Fay. I think for this purpose that is sufficient. 

Senator CiarK. Now the fifth and last thought which has occurred 
to me is the system which I understand applies to elections by our 
ov friends. That is to attempt to impose some kind of a time 

imit. 

Over there they are not allowed to campaign more than 3 weeks. 
I imagine it would kill all of us if we all not campaign for more 
than 3 weeks. But there is some time reasonable, I would think, and 
I would suggest Labor Day to election day in the fall and a month 
before the primaries in the spring before which time I would give some 
thought to saying that you could not have radio and television time 
for election purposes. 

Now, obviously, you cannot control the movements of a particular 
individual candidate completely. But you can to some extent estab- 
lish Marquis of Queensbury rules applicable to both parties which 
will cut down on the frightening amount of time our campaigns ex- 
tend. It is my personal judgment that the American people were 
bored to death with all of us by the time election day came around 
last November. 

That would go for the Presidential candidates as well as those of 
the State legislatures and the Congress. For my part I was one of 
the worst offenders. I started to campaign on Lincoln’s Birthday 
in 1956 and I did not stop until election day and I do not think [ 
would have been elected if I had played it the other way. 

But, nonetheless, I think it was perhaps an imposition on the 
American people to have to listen to me talk during that entire period 
in the interests of my own candidacy. 

Senator GotpwaTer. Would the Senator yield there? I think that 
he has made an interesting point, and I think that we are all inclined 
to agree that a shorter ae period would be desirable. But how 
are you going to control the subtle campaign, the man who has not 
announced himself as a candidate and will not until election time, 
but spends a year or two speaking to women’s clubs, luncheon clubs, 
unions, and so forth, not only politics, but merely getting the idea 
across that Joe Smith is a pretty good idea ? 

This man might also have at his disposal very competent public 
relations men who would see that his statements were in the paper 
and were on the radio. That is not campaigning, mind you, but 
nevertheless, we have elected a few people doing that. 

Senator Crark. I would not try to control it in the way you suggest. 
I do not think that you could possibly do it. I would attempt to con- 
trol it through finances. I would not permit expenditures made for 
campaign purposes prior to a particular date, and I think probably 
that could be a helpful thing in cutting down the overall cost of the 
campaign. 


For example, I think you could quite easily do it with respect to 


radio and television. 


wl 
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Now, expenditures for traveling around and speaking at clubs or 
where frequently you get a little honorarium, I do not think you can 
do anything about it. 

But you have to attack this thing from all sides and you are not 
going to have any one pat solution. If you attack it from all sides, I 
believe, it would be possible to compress it into reasonable terms. 

Senator Anperson. I think you have gotten into a most difficult 
field there. I recognize your problem, but I do not know how you 
are going to solve it very easily and very quickly. 

Senator Ciark. I should point out that I am here in the Senate 
today and my opponent who was in the Senate is not here anymore 
and that I started on Lincoln’s birthday and he started about the Ist 
of October. I think that what the Senator says is correct. ‘To get 
back to what Senator Goldwater said, I think that you cannot control 
that entirely and you should not try. 

But you can control certain categories of expenditure which would 
include the use of the major means of communication, the radio and 
the television, and you could put some kind of financial controls on 
the amount of money which could be spent before a particular date, 
which would still make it perfectly possible for a man to travel around 
through his State in an automobile or even if he wants to, an airplane 
can be used to get to a church meeting. But at the same time, he 
would not have the billboards go up and all of the ballyhoo with 
which we are all familiar until after a certain date. 

Thank you very much, Mr. Chairman, for the privilege of appear- 
ing before you. 

The Caarrman. Thank you. 

Senator Gotpwater. I have just one comment to make on a part 
of your general discussion. I think that we are all generally agreed 
that campaigning is getting excessively expensive. 

It is obvious to me and I believe it is obvious to other members of 
this committee, that trying to establish limits is also rather difficult. 
You have one trouble. They still print money in this country. The 
abuses that you speak of going on in Philadelphia in both parties and 
going on in other cities of this country in both parties, is all handled 
in cash, as you know. 

I do not know how in the world any legislative body can control 
the man who goes down the street with a cigar box or a sack of 
dollar bills. It is an evil thing; we do not like it. But every time 
we get to talking on this problem, whether it is politicians talking 
together or as politicians with people in colleges who have given this 
a lot of thought, we come to this one riddtlons. 

That is the cash. This last election, I think the Gore committee 
turned up about $33 million if I can recollect, it is in that neighbor- 
hood, and yet a professor here estimated that probably $170 million 
was spent. 

Now, the $33 million is just a little part of it. Not all of the rest of 
it, but a large part of the rest of it comes in cash and it also comes 
in small donations. I will argue that point with anybody in politics, 
that the small giver does not participate in politics. 

I think the great bulk of political money, the great mass of it comes 
from the $10 and the $25 giver. But you get to that one obstacle and if 
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you ever come up with a way to stop the transactions of cash that go 
on in politics in this country. you will have done it great service. 

Senator CiarK. Without disagreeing with anything you say, Sen- 
ator, I suggest that is only one facet of a much larger problem. Even 
if you cannot stop that, there is no reason for not trying to get 
at some of these other evils. 

Senator Gotpwarer. I agree with you. You are practical and you 
have been in politics and we all know that this money is handled 
mostly in cash. That is why it is impossible to put limits on it and 
impossible to put limits on the expenditures for radio, or TV, or 
newspaper advertising, or anything else. 

‘ ae is always the fellow walking around with a $5 bill in his 
and. 

Senator Ciark. I would not agree with you, because I think there 
is a very clear way of controlling radio, TV, and newspaper time, and 
that is just prohibit it from being taken before a particular date, or 
printed. 

The CHartrman. Senator Neuberger ? 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neugercer. I would like to make a brief prefatory state- 
ment. I have spent a great deal of time in studying this and writing 
about this, and my staff and I have spent a great deal of time working 
up a very extensive memorandum. 

I know you have a very heavy responsibility in the other hearing 
that you are presiding over which, I understand, starts in a few 
minutes. 

The committee staff assured me I would have a considerable length 
of time to discuss this today and we have done a great deal of work 
in working up the memorandum. I would prefer not to testify today 
if the time is extremely limited. 

I think it would be inappropriate to burden you, with the great 
responsibility you have in a few minutes. And I think it ought to 
be done another time. 

The CHatrman. We will be very glad to defer your testimony until 
some day when I can possibly find the time to do it. 

Senator Nevpercer. I think that would be better because a great 
deal of work has gone into this on my part and on the part of my 
staff and I would rather not do it an injustice. 

The Cuarrman. I am sorry we did not get to it today, but you 
do understand our position. 

Senator Neupercer. I understand perfectly. 

Senator Gotpwater. I just want to comment that what the Senator 
says is true. I have read this and a lot of thought and a lot of time 
has gone into this. 

The CuHarmman. We will work out a convenient time, Senator, 
when we can go into it. 

Senator Nrusercer. I do not think it is fair to give it a lick and 
a promise, either to you or to me. 
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The CuatrMan. I respect your judgment. I will confer with you 
at the earliest date we can do so to have the committee together. 

Senator Nevgercer. Thank you very much, Mr. Chairman. 

(Whereupon, at 2:55, the hearing in the above-entitled matter was 
recessed. ) 

(Members present at the taking of the recess were Senators McClel- 
lan, Anderson, Thye, Purtell, and Goldwater. ) 

(Thereafter, on March 14, 1957, the committee voted to release the 
testimony in lieu of holding public hearings. ) 
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AND LOBBYING 


THURSDAY, MARCH 14, 1957 


Untrep Srates Senate, 
SpectaL Commitrer To Investigate Powurrican AcrTIviries, 
LoBBYING, AND CAMPAIGN CONTRIBUTIONS, 
Washington, D. C. 


The special committee met at 1 p. m., pursuant to Senate Resolution 
47, agreed to January 30, 1957, in room 357 of the Senate Office Build- 
ing, Senator John L. McClellan (chairman of the special committee) 
presiding. 

Present: Senators McClellan, Bridges, Thye, Purtell and Gold- 
water. 

Present also: George Morris Fay, chief counsel; John J. MeGov- 
ern, associate counsel; Paul E. Kamerick, chief investigator; Abra- 
ham K. Weber, assistant counsel; Joseph F. Dolan, assistant counsel ; 
Charles L. Clapp, research analyst; and Vivien I. McConnell, chief 
clerk. 

The Cuarrman. The committee will come to order. Senator Neu- 
berger, we are very happy to welcome you. We are sorry there are 
not more members of the committee present, but I am sure that you 
appreciate the workload some of us are carrying and I hardly know 
how I am here myself. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON—Resumed 


Senator Neupercer. I am particularly grateful to you for your 
presence, because I know the many responsibilities upon you at this 
time. I want to say that, although I come from the State of Oregon, 
I am not under indictment and I am happy to report that a vast ma- 
jority of the people of the State of Oregon are good, law-abiding, de- 
cent people, and likewise are not under indictment. 

The Cuatrrman. The Chair wishes to say, and you may convey this 
message to the people of Oregon, that you are in excellent standing 
with your colleagues in the United States Senate as well. 

At this point in the record we will insert your prepared memo- 
randum in full. 

(The memorandum is as follows:) 


MEMORANDUM ON REFORMS IN CAMPAIGN FINANCING 


Everyone agrees that modern election costs have made present limitations on 
campaign spending unrealistic, and that they are in fact dead letters. Excesses 
in the collection and expenditure of modern campaign funds are largely the 
result of unrestrained competition for public attention through extremely expen- 


12.9 





1240 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


sive media, particularly television, radio, printed materials, and signs. As long 
as candidates must raise from private sources the vast sums needed for this 
expensive competition, it will be futile to try to curb by legal limits and penalties 
their reliance on large campaign contributions, with all the attendant dangers 
to true representative democracy. 

This memorandum is designed to present to the special committee suggestions 
on a series of the issues presented by proposed reforms of campaign financing, 
with special emphasis on the principle of public assumption of basic election 
costs as an essential element in any reform. 


I. PUBLIC ASSUMPTION OF BASIC ELECTION COSTS 


President Theodore Roosevelt told Congress in 1907 that “The need for col- 
lecting large campaign funds would vanish if Congress provided an appropria- 
tion for the proper and legitimate expenses * * * which requires a large expend- 
iture of money.” 

The large expenditure needed for a modern campaign has multiplied many 
times since the days of Theodore Roosevelt, when TV and radio were unknown 
and other expenses were much lower. The time has come to recognize that in 
a democracy the presentation of political candidates and issues to the voters in 
a campaign is not something done for the candidates, but for the public who 
must exercise as informed a choice as they can among them. ‘The expense of 
making this information equitably available to the electorate is a legitimate 
cost of democratic self-government. 

Many alternative ways are available for carrying out this principle, once it 
is recognized. 

1. Public funds for campaign broadcast time.—A certain number of minutes 
of broadcast time on radio and television stations covering the State or congres- 
sional district could be established as reasonable and adequate use of these 
media in campaigns for Federal office. Candidates could then be authorized to 
submit vouchers covering that much broadcast time for payment of one-half the 
cost from public appropriations, on condition they limited themselves to this 
reasonable amount of broadcast time. This principle could be extended to cer- 
tain other media; for instance, holders of second-class mailing privileges. 

2. Direct payments to political party committecs.—President Roosevelt’s pro- 
posal of direct appropriations was incorporated in S. 3242 in the 84th Congress, 
which would establish a formula based on the total number of votes cast in 
preceding national elections. This avoids any governmental influence over the 
choice of media or other legitimate use of the funds (except for audits of re- 
ports). It would seem particularly appropriate for presidential election com- 
mittees and for the necessary expenditures of the national committees for the 
national conventions, etc. 

3. Tax incentives to eneourage wider individual contributions.—There has 
been much discussion recently of tax deductions for campaign contributions, and 
this was included in S. 3308 last year. It can be conclusively demonstrated that 
a tax deduction would be highly discriminatory, perhaps unconstitutional, and 
would only exacerbate the present inequality among contributors, because (a) 
only a small minority of taxpayers have reason to itemize deductions rather than 
take the standard deduction; and (b) among even this minority, the value of the 
deduction increases with higher income. A small tax credit, for instance, of $10, 
would avoid these inequalities and would effectively stimulate small individual 
contributions. 

4. State voters’ pamphlets.—The Federal Government might, on a matching- 
fund basis, underwrite half the cost of a State voters’ pamphlet such as that 
sent to every registered voter in the State of Oregon, which gives much basic 
information and makes available equal space to all candidates for public office. 

The above four forms of providing public funds for election expenses are 
mutually consistent and serve different and complementary purposes. All 
should be enacted. 


Il. PROBLEMS ARISING UNDER PUBLIC FUNDS PLANS 


1. The third-party problem.—If public funds are to be used in election cam- 
paigns, they must be available to candidates other than those of the two major 
parties. This can be done, with protection against abuse of the public funds, by 
requiring each candidate or his campaign committee to post bond for one-half 
the amount of the public funds used, conditioned on the candidate’s receiving 
at least 10 percent of the total vote cast for the office in question. 
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2. The control problem.—Use of public funds for campaign expenses would 
make more urgent than ever the problems of assuring adequate controls over 
the reporting of campaign expenditures and contributions. But whether or not 
public funds are used, a modernized system of reports, audits and field investiga 
tions of campaign financing should be set up outside either Congress or an 
agency of the executive branch, both of whom are too closely associated in the 
nublic mind with the electoral process. The best available agency for assuming 
new, aflirmative responsibility for maintaining an independent review of cam- 
paign financing is the General Accounting Office, particularly if public funds are 
to be involved. 

3. The problem of primaries.—In view of the decisive importance of primary 
elections in many States, programs of public financial support for election costs 
should be extended to primaries. Oregon's voters’ pamphlet is used in primaries, 
and the tax credit could also easily be usable for a contribution to a candidate in 
a primary rather than a final election. 


Ill. LIMITS ON CONTRIBUTIONS AND EXPENDITURES 


Once the principle of public assumption of much of the cost of public access to 
candidates and their views is accepted, and the necessary burden of collecting 
campaign funds correspondingly reduced, it will become possible for the first time 
to deal realistically with controls of the evils of large private contributions and 
excessive expenditures. Withholding of the public funds, or loss of the privilege 
of tax credit, would be far more effective deterrents than unenforceable criminal 
penalties for evasion of reasonable limits. Also the knowledge of access to at 
least a fair minimum of campaign costs from public funds will free candidates 
to make a virtue of compliance and will make excessive expenditures from large 
private contributions unacceptable to the public and unprofitable to candidates, 

The following are suggested considerations on the traditional problems of limits 
and controls over contributions and expenditures. 

1. Distinction between contributions and expenditures.—Personal participation 
in political campaigns is a basic constitutional right of American citizens. 
Therefore, expenditures made by individuals openly and in their own names on 
means of expressing their support for or opposition to a candidate, party or issue 
probably cannot constitutionally be restricted, nor forced to be channeled through 
specified agencies. This prevents legal control on total expenditures in an 
election. 

On the other hand, contributions made to a candidate or a committee, to be 
spent by them rather than by the contributor, do not constitute such a constitu- 
tionally protected form of free speech and may be limited to a reasonable maxi- 
mum. (Controls may probably be extended to the spending of political com- 
mittees created expressly for a campaign, as distinguished from the activities 
of ordinary fulltime organizations which have an identity, activities, and a known 
membership for purposes apart from politics.) 

2. Restrictions on individual contributions.—Once funds for reasonable and 
adequate campaign costs can readily be met in part from public funds and in part 
from small individual tax-free contributions, the size of individual gifts could 
and should be strictly limited—perhaps to $50 per person in support of the cam- 
paign of any one candidate for Federal office. The tax credit could be condi- 
tioned on an affidavit that no more had been given, and public campaign funds 
could be conditioned on an affidavit by campaign committees that no more had 
been accepted from any individual. 

Only persons eligible to vote should be entitled to the tax credit. 

3. Limitations on total spending.—As stated above, if the political activities 
and efforts of individuals and ordinary, nonpolitical organizations are taken into 
account, it is both legally and practically impossible to place a limit on total 
campaign expenditures. However, the possible loss of eligibility for public 
funds or for the tax credit privilege can serve to enforce reasonable limits on 
those expenditures within the control of the candidate himself or his political 
committee, for instance to limit the total amount of his appearances or other 
broadcasts on radio or television. 

The eventual overall effect of this program will surely be fourfold: (1) To 
give the public a more nearly equal opportunity to see and judge competing candi- 
dates for public office and their platforms and programs; (2) to eliminate the 
unhealthy and undemocratic significance of candidates’ dependence on large 
campaign contributions; (3) to make a virtue of staying within the prescribed 
normal limits in the competitive use for the expensive modern mediums and tech- 
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niques of campaigning which have driven the cost of running for public office 
out of sight for the average citizen without large financial support, and thus to 
reduce excessive spending; (4) to display more clearly the nature of the support 
of candidates, insofar as individuals and groups are limited in making contribu- 
tions to political candidates or committees and thus driven to participate openly 
in campaigns in their own names. 

Full reporting of political expenditures may and should be required of any 
person or group, but it does not alone go to the root of the problem. Theodore 
Roosevelt said in his message of 1907: 

“It is well * * * to provide for the publication of both contributions and 
expenditures. ‘There is, however, always danger in laws of this kind, which 
from their very nature are difficult of enforcement; the danger being lest they 
be obeyed only by the honest, and disobeyed by the unscrupulous, so as to act 
only as a penalty upon honest men.” 

No tinkering with regulatory laws will reform the evil of dependence on large 
campaign contributions, until the heavy inevitable costs of bringing a modern 
election campaign to the public’s attention is borne in part by the public itself. 
No reform could be a better investment in the democratic process which is our 
greatest national pride. 

Senator NeuperGcer. Thank you very much, Mr. Chairman. 

Mr. Chairman, I am particularly grateful to come here today to 
make this presentation to your committee because I think that the 
matter which you are studying in this committee is not without some 
relationship to some of the issues which have arisen in the other com- 
mittee of which you are chairman, concerned with improper activities 
in the field of labor-management relationships and alleged criminal 
acts. 

There has been brought out recently in that committee, as you know 
better than I do, the fact that certain racketeers are alleged to have 
contributed to the campaigns for office of certain candidates for office. 

Implicit in those allegations and contentions and evidence is the 
fact that if a candidate’s campaign received assistance or contribu- 
tions from alleged racketeers he would later be, therefore, obligated 
to alleged racketeers. 

Now, Mr. Chairman, I think that we have to consider this fact, very 
basically. We have a system of election financing in effect in this 
country whereby a candidate for public office—from the most unim- 
portant offices to the highest office in the land, the Presidency of the 
United States—whereby that person’s campaign can benefit from con- 
tributions from all kinds of sources, that is, from the owners of oil 
wells, distilleries, utility companies, banks, from the voluntary funds 
to trade unions in the case of Federal offices and from trade-union 
funds directly in the cases of many State and local offices. 

Now, can we imply, Mr. Chairman, that if a man accepts a cam- 
paign contribution from a racketeer, he is obligated to a racketeer, but 
if he accepts a contribution from some law-abiding person with very 
immediate special interests before government, he will not be obligated 
to that person ? 

You might take the position that it is not quite so grievous to be 
obligated to a law-abiding person as to be obligated to a racketeer, but 
it seems to me that this committee should direct its thinking toward 
the goal that when a person goes into public office, he should be obli- 
gated to no special interest, that he should feel free completely to 
serve his country, God, and his conscience as he sees fit. 

Granted he is going to make mistakes-—we all make mistakes—but 
there should not be any financial obligation for campaigns, in my 
opinion, tied to people who enter public office. 
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For example, in my 1954 campaign in the State of Oregon, I received 
approximately $23,000 which was raised in voluntary contributions 
from the political action funds of various trade unions. My Repub- 
lican opponent received a good deal more than that from the owners 
of private utility companies, banks, the lumber industry, and such 
interests in our State and in the Nation. 

1 make no criticism of him, and I imply no criticism of myself. 
But, in my opinion, both situations are wrong. I do not believe that 
had my opponent been elected he should have entered oflice obligated 
to the owners of power companies, banks, oil wells, and so on. I do 
not believe that I should have gone into office obligated for, or having 
received, $23,000 from the voluntary political action funds of trade 
unions for my campaign. 

In my opinion, we have to work out a system whereby the men and 
women who exercise the great responsibility of Government are free 
of obligation for financial campaign support, or at least for financial 
support of a size which would imply obligation. For that reason | 
have been supporting—and I am not going to go into details about it 
because I know your time is limited—a bill which would provide for 
Federal contributions to the essential costs of political campaigns. 
My memorandum gives several specific examples of ways in which 
this should be done, and I intend to introduce bills to carry these out. 

This is not a proposal which is original with me, but it is exactly half 
acentury old. In 1907 President Theodore Roosevelt sent to Congress 
a message on this, and I will read only one sentence in the interest of 
saving time. The gist of President Theodore Roosevelt’s proposal 
was, “The need for collecting large campaign funds would vanish if 
Congress provided an appropriation for the proper and legitimate 
expenses which requires a large expenditure of money.” 

It is interesting and significant, Mr. Chairman, that as far back 
as half a century ago—before there was television and radio, with 
their enormous costs, and before printing and all other aspects of 
campaigns had reached their present enormous cost—that even then a 
great President of the United States saw the evil of having men and 
women go into office obligated for large campaign contributions. 

Now, a proposal has been made, and made repeatedly, that the 
answer to all of this is full reporting and full disclosure. Well, I 
favor full disclosure, and let me say this: Because I have been inter- 
ested in the subject, after my election to the Senate, I specifically 
ordered my campaign managers to put on file with the Secretary of 
the Senate every nickel that had been spent in my campaign which we 
could ascertain, even down to $1 received anonymously in the mail. 

This was not required under Federal law. For example, I think 
my opponent filed no expenditures with the Secretary of the Senate. 
I am not certain of that, but that is my recollection. I am not criti- 
cizing him for it because it was not required by law. 

But I do not believe, Mr. Chairman, that under any proposals thus 
far made for full reporting, that you will get full reporting. 1 well 
remember sitting in the office of one of the leading businessmen in my 
State. This was after a gubernatorial campaign. He was a very dis- 
tinguished man—he is now dead—a man of great wealth and a pillar 
of the community, and a man very active in religious matters. 

He annotated for me the history of $20,000 in what he called, I 
think, “dirty money” or “ugly money” or something like that, which 
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had been brought in from so-called gambling groups, and which a 
number of prominent citizens “stood for,” as he said. That was the 
phrase he used. He said he “stood for” $3,000 of it which went to a 
certain gubernatorial candidate, and he told me the names of others 
that had “stood for” amount of this. 

Now, Mr. Chairman, if we are going to have reporting, I think that 
you have to accompany it with something, such as an amendment to 
S. 636 which I introduced in the 84th Congress, 2d session, to provide 
for the Comptroller General and the General Accounting Office to 
audit and make Federal investigations of reports of campaign spend- 
ing. 
The Cuarrman. May I interrupt again? Have you reintroduced 
the same bill this time? 

Senator Neupercer. I have not yet, but I intend to do so, along 
with a revision of my other bills of the last session on this subject. 

The Cuatrman. If you had introduced it I would have it printed 
in the record at this point. 

Senator Neusercer. I would like to offer the one of the last session 
to be printed in the record at this point. 

The CuHairMan. We are very glad to. We will let S. 636, Calendar 
No. 630, of the 84th Congress, 2d session, be reported in the record 
at this point. 

(The document is as follows:) 


[S. 636, 84th Cong., 2d sess.] 
AMENDMENT 


Intended to be proposed by Mr. NEUBERGER to the bill (S. 686) to revise the 
Federal election laws, to prevent corrupt practices in Federal elections, and 
for other purposes, viz: At the proper place insert the following: 


Sec. —. The Comptroller General shall establish in the General Accounting 
Office an Office of Election Campaign Expenditures. It shall be the function 
of that Office, under regulations to be promulgated by the Comptroller General, 
to make from time to time thorough audits and field investigations with respect 
to election campaign contributions and expenditures to which this Act is ap- 
plicable to statements filed under the provisions of this Act, and to alleged failure 
to file statements required under the provisions of this Act. On the request of 
the Comptroller General, the Federal Bureau of Investigation, with the consent 
of the Attorney General, is authorized to render such assistance as the Comp- 
troller General may require in any instance to carry out an audit or investigation 
under this subsection in the most complete and effective manner. The Comp- 
troller General shall from time to time make reports, which shall be public, 
concerning audits and investigations under this subsection to the Secretary 
of the Senate and the Clerk of the House, and, in instances of possible violation 
of this Act, to the Attorney General. 


Senator Neusercer. All of the suggestions for full reporting and 
full disclosure that I have seen rely on existing enforcement methods. 
I think existing enforcement methods are virtually nonexistent. All 
we have to do is presuppose this: Suppose we had our existing Fed- 
eral income-tax laws, but no checks and audits made by the Intelli- 
gence Division.of the Internal Revenue Service. What proportion 
of present Federal Government income would be received ? 

I am afraid it would only illustrate another statement which Theo- 
dore Roosevelt made in his message of 1907, when he said: 

It is well to provide for the publication of both contributions and expenditures. 


There is, however, always danger in laws of this kind which from their very 
nature are difficult of enforcement, the danger being lest they be obeyed only 
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by the honest and disobeyed by the unscrupulous, so as to act only as a penalty 
upon honoest men. 

I believe unless there is independent responsibility for affirmative 
audits and investigations in a separate agency, that is apart from the 
Congress itself—at least to the extent of the Comptroller General, 
although the GAO is an arm of the Congress—unless there are inde- 
pendent audits and spot checks and spending studies made, I do not 
think that you are going to get any kind of a realistic picture of 
campaign spending. 

The Cuarrman. Could I make an interruption at that point? We 
have had the Comptroller General before the committee and discussed 
with him his views with respect to both putting a lobbying control or 
enforcement and accounting under his office and also the political 
expenditures. 

Now, he has said he would take the lobbying administration al- 
though he did not seek the jurisdiction over the lobbying, but he said 
he did not want to get mixed up in elections with the very body he was 
trying to serve. 

Senator Neupercer. I was aware of his testimony and I strongly 
disagree with his position. The GAO, outside either Congress or the 
Executive, would be the most desirable office to do it. It is only fact- 
finding and he has the field staff to do it. He should not be afraid 
of a little responsibility. 

Senator Bripces. Senator Neuberger, due to the fact that most can- 
didates operate under, or the law they have to strictly adhere to is 
the State law which they are immediately operating under, assuming 
for a moment the GAO would do this, how would they tie in with the 
State laws? For instance, in our State we have an election board 
and we have the secretary of the State and we have the attorney 
general in the picture. How would they tie in and how would you get 
a Federal agency tying into the State which would be there. 

Senator Nreusnercer. If I am not mistaken, there are Federal laws, 
such as the Federal Corrupt Practices Act and the Hatch Act, which 
deal with expenditures for Federal office. 

Senator Brivces. I realize that. 

Senator Neupercer. But in my opinion the law, as it is presently 
constituted, is almost a fiction. Let me tell you what I did. 

After my election, I went and looked at the filings from other 
States, and I am making absolutely no criticism because I do not think 
anybody broke the law. But I found that although I had run in a 
State with only 1 percent of the national population, although I had 
a campaign so underfinanced that we did not have a single signboard, 
and we had only 2 people on salary, my campaign manager and 1 
stenographer, that we had only 1 television program of 15 minutes in 
length, which was the night before the election by my wife and myself, 
and that we were very hard up throughout the campaign, nevertheless 
my Oregon race had one of the biggest filings in the entire country 
even including the great industrial metropolitan States of the East. 

I found for example, whereas I had filed a campaign expenditure 
of $87,000 on my campaign, plus $16,000 more which we raised for the 
Democratic State committee, for a total of $103,000, and my opponent 
spent through his committees $141,000 plus another $39,000 for Citi- 
zens for Eisenhower—which was spent alomst wholly for my oppo- 
nent because Mr. Eisenhower was not a candidate then—that those 
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two filings from Oregon were virtually the ent in the entire United 
States, because in other States you would find filings of something 
like $36,000, from 1 of the greatest industrial States of the Nation, 
with 10, 12 or 14 million people. fu 

So it just seems to me that the money being spent in politics today 
under existing reporting laws is not being recorded. 

Now, the thing I am afraid of, what will happen is this: Unless you 
have some kind of outside factfinding through audits—where there is 
even a certain amount of fear, as I think fear applies in the income- 
tax laws and there must be people who declare their full income for 
fear they might be caught by one of these spot checks or audits or 
whatever you call it—I fear we may penalize the scrupulously honest 
man, of whom there are many in politics, unless there is at least the 
possibility of a detailed independent check of campaign expenditures. 
That is, if we are going to try to get at this through full reporting. 

Senator Gotpwarter. I would like to ask a few questions at this 
point. One of the great barriers to 100 percent full reporting in Fed- 
eral election is the primary system which I think we are all pretty 
much in agreement is a problem of the States and not the Federal 
Government. How would you propose to extend full coverage into 
State primaries? 

Senator Nevpercer. Let me say this: I think if the Congress ever 
adopts a proposal such as Theodore Roosevelt envisioned—and I am 
fully convinced that some day Congress will—I think that the finane- 
ing of essential campaign costs should apply to primaries as well as to 
the general election. I discuss that in my memorandun. 

It is my opinion that we should strive just as much to free a person 
in the primary from dependence on large campaign contributions and 
from the mains obligations, and to provide a measure of equality, as 
we should in the general election. That is my opinion. 

I think that a person in the primaries who files should be entitled 
to publicly paid election costs up to a certain sum per each registered 
voter in the previous election in his State. I think to prevent 
capricious and frivolous candidates “running for the purse,” as the 
saying goes, we should have a similar system as the filing fees used 
in Britain and Canada, which would require the candidate to post a 
bond for 50 percent of the amount of the campaign expenditures which 
he would receive from the Federal Government. If he failed to poll 
less than 10 percent of the vote, then he would forfeit the bond, which 
would discourage merely capricious candidates. So I envision a sys- 
tem of Federal campaign financing as being extended to the primaries. 

Senator Gorpwater. Would that necessarily mean that some day 
all of the 48 States would have to conduct their primaries in con- 
formity with one law? 

Senator Neusercer. I would not think so. I think the manner of 
the election and the people qualified to vote and how the elections 
are held and the age of the voters, whether 18, 17, or 21, would be 
entirely up to the States; but I think if a person is running for Fed- 
- office, the Federal Government has a responsibility to do two 
things: 

One is to keep him from being obligated sinisterly or dangerously 
to any special interest groups, and two, to provide a measure of 
equality. I feel very strongly about this additional aspect of it. In 





CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1247 


addition to the question of obligation, I feel that there is a great public 
interest In seeing to it that no man or woman is defeated for public 
office because of mequality in money at his or her disposal. If they 
should be defeated; it should be because their programs are not 
accepted by the voters, or because they do not have the personality or 
the speaking ability to win votes, and there is nothing we can do about 
that. Those are human differences. But we would not tolerate two 
people in the prize ring having gloves of a different weight, and we 
would not tolerate 1 baseball team of 8 players and 1 of 9 players 
meeting here at the Washington Senators Field. Yet, in the greatest 
contest that takes place in America, involving the policies of the 
American Government, and who shall rule the people of this great 
country, we permit the grossest kind of inequality. 

We have contests in our State for Federal office where one man had 
$5,000 to finance his campaign and his opponent had over $100,000. 
Now, I think when that happens, democracy has failed. No matter 
how able that other man was, with $5,000, he just could not reach the 
people with his message. He might be as qualified as Thomas Jeffer- 
son. The public would never know. In effect, they are denied a 
choice. 

Senator Gotpwater. I had one more question. That will apply 
both to your suggestion of following Theodore Roosevelt’s idea, and 
into the other field we have been discussing of proper reporting. 
How are we going to go about reporting the unmeasured union and 
business contributions of personnel ? 

We see those becoming more and more prevalent in each campaign. 
Let me give you anexample. This committee has recently concluded 
a rather sketchy investigation into one area of union activities in 
Michigan, in which it found over 1,500 men being paid out of union 
dues for participation in election day efforts. Whether it was just 
election day or 2 days, or 2 weeks, how many were involved, we do 
not know. But at the rates that they pay, it is $31,000 a day for that 
1 county involving the unions that belonged to that 1 council. Now, 
[ do not say that corporations do not do it, because the testimony given 
before this committee and the Gore committee, corporations admitted 
that their junior executives were expected to participate at this level. 
An item that runs a potential of $31,000 a day in an area as small as 
Wayne County, Mich., to my mind should be reported and yet, how 
are we going to handle that? 

Senator Neunercer. I think that is a very good point, and I think 
that it comes down to this distinction: I think that there is a distine- 
tion in politics, and there simply has to be, between a contribution 
which is handed to a candidate or his managers to spend as they see 
fit, and an expenditure of money or time or effort made by some person 
himself apart from the candidate. 

Now, I want to read you one ee of my statement which I 
think applies to this, and I want to emphasize what I mean. 

Personal participation in political campaigns is a basic constitutional right 
of American citizens. Therefore, expenditures made by individuals openly and 
in their own names on means of expressing their support for or opposition 
to a candidate, party or issue probably cannot constitutionally be restricted, 


nor forced to be channeled through specified agencies. This prevents legal 
control on total expenditures in an election. 


On the other hand, contributions made to a candidate or a committee to be 
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spent by them rather than to a contributor do not constitute such a consitu- 
at protected form of free speech and many may be limited to a reasonable 
maximum. 

(Controls may probably be extended to the spending of political committees 
created expressly for a campaign, as distinguished from the activities of 
ordinary full-time organizations which have an identity, activities, and a known 
membership for purposes apart from politics.) 

This is what I mean: I recognize that labor unions having within 
their membership a substantial number of people, it may be expected 
that those people will favor one candidate rather than another, and 
they are probably going to distribute literature and ring door bells. 

oenetiane also take part in campaigns on their own. For ex- 
ample, in the State of Oregon, in the last campaign, the major issue 
between ex-Secretary McKay and Senator Morse was the power issue. 
At the height of the campaign, a group of private utility companies 
had a very costly mailing, on their own, and it was not done through 
the McKay committee, but a very costly mailing which supported very 
extensively the partnership power policy of Secretary McKay and 
opposed and denounced as wrecking and “Federal or nothing,” and 
all of that sort of thing, the policies propounded by Senator Morse. 
It was a very elaborate brochure. It must have cost tens of thousands 
of dollars, because it was mailed ey widely. Now, except as perhaps 
public utility commisioners might keep that from being rate-payers 
money—which is a separate question and probably at the State level— 
I do not see how you can regulate that. These utility companies 
wanted to express their viewpoint, and it certainly must have had 
some impact on the election, or let us say it reached a great many 
people who were going to vote in the election. I think that when 
trade-union members took Senator Morse’s literature from door to 
door, that certainly must have helped Senator Morse, just as the 
utility mailing may have helped Secretary McKay. I do not see how 
you can control these things that are done by people or groups or 
companies apart from the candidates’ own operations. 

Senator Gotpwater. You see, the reason I am interested in this, is 
that I see a definite trend on both the part of management and labor 
to approach the solution of political campaigns through these kinds 
of operations. We are practical men and we have been in politics 
and we both know it does not make much difference who spends the 
money, just so the work gets done. I would frankly much prefer to 
have 1,500 men working for Goldwater in my home county of Mari- 
copa, than to have that much money, the money that these men repre- 
sent, to spend myself. I would much rather have corporation X 
spending money on television shows and radio shows, over which I 
have no control which extolled the virtues of my candidacy. 

I think if we put this candidate spending on a basis restricted by 
Federal control we will soon find that the candidates are happily 
spending their time doing nothing, with labor and management Mane 


ing sides and PEDRONB ENE the candidate throughout the campaign. 
a 


I think you have to regu 
thing, 

Senator Neusercer, You probably know more about this than I do, 
and I am sure the distinguished lawyers on this committee do, but I 
do not think it is legal for a corporation or a labor union to take a 
radio or TV program for itself and say, “We are for Goldwater,” or, 


te that if you are going to regulate any- 
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“We are for Neuberger,” or “against Goldwater’ ‘or “against Neu- 
berger.” But I do not see how you can enact legislation that would 
be constitutional which would say that the Pacific Power & Light Co., 
even though it is at the height of the campaign, cannot put out a bro- 
chure saying why the partnership power policy is much better for the 
Northwest than public ownership, or that you could prohibit the wood- 
workers’ union putting out a brochure, which might be at the height 
of a campaign, saying that conservation of our forests within the 
Forest Service is much better than turning them over to “cut out and 
get out” by the private timber companies. I do not see how you can 
do that. 

Senator Gotpwater. I agree with you. 

Senator Nevupercer. These are governmental problems which are 
important to the woodworkers’ union and the Pacific Power & Light 
Co. 

Senator Gotpwarter. I agree with you, but I think that we have to 
agree also that that can be a very substantial amount of money. Now, 
with no reflection on our colleague, Senator Morse, there was a very 
elaborate brochure put out by the teamsters for him. I do not con- 
demn that. But, as you say, it is within their right of freedom of 
speech to express themselves. 

But, let us say 

Senator NEUBERGER. That was a speech, for the record, that he him- 
self delivered at the teamsters’ convention. 

Senator GotpwaTer. It expressed an opinion and a view. Let us 
say that in my next campaign I find myself rather low on money; and 
I have to get out a brochure and so I go to one of my friends, either in 
business, not many of them in labor, but go to my friend in business 
and say, “I would like to have this brochure printed and it is liable 
to cost $10,000,” and so somebody does it. I cannot draw the distine- 
tion between my having spent that $10,000 or not having spent it. 
That is the problem in my opinion. 

Senator Nevupercer. There is no doubt about it. This is a free 
country and there is nothing to prevent the poor man from spending 
a couple of dollars to put out somewhere in his neighborhood a very 
crude sign that he has bought a little paint for, that reads “I am for 
Barry Goldwater for the Senate.” There is probably nothing to pre- 
vent a rather wealthy supporter of yours from going on the radio to 
say he is for Barry Goldwater for the Senate. : 

Now, it may be that we might try to get at that by saying that no 
campaign expenditure can be made in behalf of any candidate unless 
the money for that is disbursed through one central treasurer. It 
may be that legally you can get at that, but I doubt it under the first 
amendment. 

I am not sure what the constitutional holding would be on that— 
to say that your supporter with $2 or your supporter with $2,000 could 
not make that effort in behalf of your election, unless it had gone 
through your campaign treasurer and been approved by him, as part 
of an overall total. 

But I still return to the basic question, that I think if we provide 
at the Federal office level, for Congress and for the Presidency, certain 
basic minimum election costs from the Treasury, which involves no 
obligation but which is a matter of right—and there are all kinds of 
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Federal expenditures, whether to war veterans or farmers, that involve 
no obligations—if that took place, it would relieve candidates from 
the necessity of accepting substantial private benefactions, and I think 
that that should be a major goal of this committee. 

Senator Gotpwater. I do not want to prolong this, because it is 
something that is highly theoretical and not a little bit philosophical, 
but I would wish that you could give this some thought: I do not care 
what we propose, when it gets to the floor of the Senate this factor is 
going to enter into it because the hearings of this committee has indi- 
cated and the hearings of the Gore committee impress on my mind 
more than ever before that the great amount of money spent in past 
campaigns particularly the last three, have come from sources com- 
pletely out of the control of the candidate. 

There are sources that you in your campaign probably did not even 
know were acting and I am certain in my campaign I did not, and 
vet when we say how much does it cost to elect a United States 
Senator, I do not think that we should just say, “Well, I spent $40,000 
or $80,000,” when if the truth were known and we add up all of these 
other factors it might well be a quarter of a million dollars. I do not 
condemn that. In fact I do lean more to the unlimited spending than 
I do to restricted spending, but if we are going to have reporting, then 
I am certain this has to be contained and I wish you would give it 
some thought as you pursue this. 

Senator Neusercer. I realize the validity of many of the points 
which you mentioned, and I am sure that no law which we are going 
to have is going to be perfect, just like no tax laws are perfect or any 
other law, but I maintain that partial Federal financing of inevitable 
heavy campaign costs would have two very beneficial effects. 

First, it would make it unnecessary for a candidate to seek large 
private benefactions for his campaign, whether from trade union 
voluntary funds or from the owners of corporations, so that he might 
be obligated. 

Secondly, it would give to every candidate a certain essential mini- 
mum for his campaign message so that nobody would be blanked out 
undemocratically and unfairly through a lack of money, and so that 
the public would have a real, informed choice. This seems to me a 
legitimate cost of democratic government. 

Now, I think that those are two goals. They are not all of the 
goals, but they are two goals which are worthy of consideration by 
this committee. 

I want to say this about the nature of obligations in a political 
campaign: I recognize that everybody who holds office, or let me say 
the vast majority of people who hold office, are honest peophe,. I 
think that they are people who are doing a difficult job under trying 
circumstances, just as well as is possible within the scope of human 
frailties, regardless of what personal prejudices govern each one 
of us. 

But I do not think that we should have these obligations. For 
example, we are approaching a monolithic condition in this country 
where most. of the Democrats who enter office are obligated in one 
way or another to the funds of trade unions, to the voluntary funds 
which they raise for campaigns, and most of the Republicans who 
enter office are obligated in one way or another financially to the 
owners of industrial and business corporations. 
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I do not think that this should be. I think that if a Democrat sees 
that perhaps labor, is basically wrong on some issue, he should be 
as free as the zephyrs that blow across the lakes of Minnesota to go 
against labor’s wishes, and he should not have a single financial 
commitment or implied obligation in any way whatsoever as a result 
of his campaign, and I think if a Republican decides that utilities or 
banks are basically wrong on this, that he should be able to get 
after them without anybody phoning him or talking to him about 
some financial benefaction which has been made in the campaign. 

Senator Ture. At that point, the State of Minnesota was men- 
tioned. You do not imply that you are restricted in your freedom 
because you are a Democrat and you had some labor support, do you ¢ 

Senator Neusercer. I do not imply that I am restricted in my free- 
dom in any way whatsoever. But I think that when any person in 
office has accepted substantial financial benefactions from one eco- 
nomic group or another for his election campaign, whether it is busi- 
ness or labor, that there may act unconsciously some sort of a fetter on 
that man. I think the very fact that we are seeing these class divisions 
between the parties more sharp than ever, and at the same time all 
leading political scientists point to the ever-increasing expenditures 
necessary to win public office, that certainly the connection may exist 
in the background to some extent. 

Senator Ture. In further discussion of that particular point, I be- 
lieve that anyone that comes to the Senate should have the courage 
of his convictions regardless of whether he be a Republican or Demo- 
crat, and I think that if you had been present at all of the hearings 
here, and more specially when the question of the telegram campaign 
was referred to on the natural gas bill, and I being a Republican, there 
was more evidence that they tried to persuade me and were unsuccess- 
ful in their persuasion than there were those that had been endeavor- 
ing to be persuaded to the Democratic side. I personally came as a 
Republican, and am still identified as a Republican, but I still main- 
tain that if I haven’t the courage of my convictions, then I should not 
be worthy to hold the office. 

Now if I say that the Democrats normally come with the support 
of labor, and the Republicans normally come with the support of the 
industrialists, I still believe that they have the courage, and I know 
you have the courage, to resist, regardless of whether it be the labor 
trying to prevail on you or whether it is the industrialist trying to 
prevail on you. I would be ashamed to look at myself if I ever 
thought that I did not have the courage to vote my convictions, re- 
gardless of whether it is business that is trying to persuade me or 
whether it is labor that is trying to persuade me. 

Senator Nreupercer. I agree with you on that, Senator Thye. For 
example, next Monday hearings start on a bill which I have introduced 
to ban signboards on the interstate highways. The trade unions, a 
great many of them, are going to be part of the organized opposition 
to that. And the trade unions, many of whom supported me, if not 
nearly all in that particular group, are all opposed to it, so that is an 
example that I am giving you. 

But I still say, then, that we cannot set ourselves up in the Congress 
as superior in ethics or moral propriety to other people in the Govern- 
ment; and if we are going to say in the Congress that campaign bene- 
factions which we receive from any economic group, business, labor, 
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agriculture, industry, or whatever it may be, does not obligate us in 
the slightest sense, then I think that we should repeal the conflict-of- 
interest statutes which pertain to people in the executive branch of 
Government. 

For example, we had in my Strate a situation that I remember very 
well. There was a great deal of to-do kicked up because a liquor 
inspector had received some comparatively minor present from some 
distillery representative—I think golf clubs or a set of matched 
blankets or something like that—and he was dismissed in disgrace and 
might have gone to Jail. The implication was that the acceptance of 
those blankets or golf clubs obligated that liquor inspector to rule a 
certain way when he visited a tavern or whatever it may be. That was 
the implication about that man. 

Yet at the same time, it was legal for candidates running for gov- 
ernor, who appoint the entire liquor commission which makes the basic 
liquor sale policy for our State—and we have a State liquor-monopoly 
system—to accept very large financial benefactions from the owners of 
distilleries and breweries, and we would say of the candidate, he would 
not be obligated by accepting $5,000 from the owner of a brewery for 
his campaign. But the little liquor inspector would be obligated by 
taking two blankets. 

Senator Gotpwater. I want to go into this one second further be- 
cause I think it is an interesting part of the whole problem. 

I do not disagree with your thinking on this, and I think that you 
are more or less on the right track, and we are all on the same track 
together. I do think, though, and these hearings that we held have 
convinced me even more, that the percentage of wrongdoing among 
officeholders at this level is very, very small. 

Now, let me finish. I do not believe that a man is influenced in his 
voting by what X company or Y company donated to his campaign. 
I believe he is basically motivated by what he basically believes. 

T am a conservative and you are a liberal. I do not think that you 
were elected to the United States Senate because you were a conserva- 
tive. You were elected because you were a liberal and your program 
appealed to enough people in your State. I was elected because I was 
a conservative, and my beliefs appealed to enough people in my State. 

When you stop and measure the value of this job in the material 
things, the dollars and cents, it is about a $132,000 job over 6 years. 
We are talking of a contribution from somebody of $1,000 or $5,000 at 
the maximum. I just cannot bring myself to believe that anybody is 
unduly influenced by a contribution to his campaign, whether they 
come from the liberal element or from the conservative element. 

I believe a man is motivated by what he basically feels. I think 
people vote for that man because they agree with his philosophy. 
That is why we see so many of our colleagues getting defeated. They 
try to be all things to all men. In this business, you are either one side 
or the other. I like to think that about my colleagues, and I think 
that that is the real motivation behind all of our votes, what we basi- 
cally are, and not what we hope somebody thinks that we are. 

Senator Neupercer. I believe that you are right about that. But, 
as I say, I do not think that anybody in an elective office can arrogate 
unto himself the claim that he can dissociate himself from campaign 
contributions. At the same time, can he say of people in other public 
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positions that they are immediately obligated by much smaller 
benefactions ¢ 

I think that we have developed a double standard in this country 
which upon any critical examination, particularly by a disinterested 
person, must in many ways seem very fanciful and ironic, when we 
say that a man can enter office unobligated for very substantial bene- 
factions to his cam palgn. There was recently an article in the New 
York Times by William S. White, who yrobably qualifies as an author- 
ity on the United States Senate. Mr. White said, rightly or wrongly, 
that it costs around $200,000 to elect a Senator in a compar: atively 
small State, where there are contested elections, and around $1 million 
in a populous State, an industrial State, where there are contested 
elections. 

Now, that is what has happened in the era of television and radio, 
and probably there is not too much we can do to reduce that, at least 
only to a limited degree. 

But I do not see how we can say that no obligations at all attach 
to that, and yet for anybody else who accepts any kind of a benefac- 
tion in any way whatsoever, that he is immediately obligated. 

Now, the implications of these other hearings that the able chairman 
of the committee has been holding—and I only know what I have read 
in the press—has been that when certain candidates for oflice in my 
State accepted benefactions from racketeers, they were obligated to 
racketeers. Ipso facto, and so be it, res ipso loquitur, the thing speaks 
for itself. 

If you accept a campaign contribution from a racketeer, you're 
obligated ; but we go on to say that if you accept a campaign benefac- 
tion from a law-abiding citizen, no matter how many interests and 
contacts he may have with the Government, in the way of contracts 
or legislation or tax matters or anything else, that you are not 
oblig: ated. 

Senator Gotpwater. I think that you can draw a line in the case 
of racketeering, because if a man is elected and then he performs a 
the racketeer, he violates the law in performing for him. That is « 
very clear line there. But for a man to be elected to office, and ~ 
receives contributions from a group who believe in the liberal ap- 
proach and he is a liberal, when he votes the liberal way he is not 
voting because that group put him in. He is voting his conscience. 
When a man, conservative, is backed by the business element, and 
just for your interest—and I dug this up for my own interest—I had 
400 contributors to my campaign, and they covered 42 different busi- 
nesses and professions, that is, from union members to bank pres- 
idents, I do not feel particularly obligated to any of them. Except, 
that is, to my own conscience which is a conservative conscience. 

Senator Neuspercer. Well, that is the way I feel, and I think that 
I had even more individual contributors than you had. 

But the thing I am still getting at is this: I think it is possible for 
a man in public office to accept a contribution from a racketeer and 
work for some perfectly legal ultimate goal that the racketeer wants. 
Perhaps the racketeer wants the State opened up legally for slot 
machines. I think you can take this contribution from a racketeer, 
who has been a very lawless individual, and spend your time in the 
State legislature or as governor trying to bring about a situation 
in that State where there will be legalized ; slot machines and legalized 
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— games,andsoon. The legislature, the governor, can legalize those 
things. 

I Still return to these two basic premises, Mr. Chairman, and I 
know you have to go on to your other commitments, that I feel that 
your committee, which has done such an outstanding job, and its staff 
which has done such an outstanding job in the field, should look 
toward 2 goals. It is to minimize as much as possible the obligation 
which any of us will have in a financial way for substantial con- 
tributions when we enter office, and to try to achieve some measure 
of minimum equality of financing. 

I think the second goal we sometimes overlook, but I believe that 
there have been many situations in our country where very qualified 
people have lost elections because they did not have substantial cam- 
paign funds to get their message to the people. I do not think that 
there is any question about it, and it is the public’s loss not to have 
had a fair choice presented to it. 

There used to be a time when a candidate with a stout pair of legs 
and lungs, like Theodore Roosevelt for the elder La Follette, could go 
through the land and attract enormous crowds for very little money. 
I have been reading about the history of my State when a man like 
Teddy Roosevelt, I think, had an audience of 10,000 people in Salem, 
Oreg., at a time when the population of the community was not that, 
meaning that people came on buckboards for miles away. Now people 
sit at home and wait for the candidate to come in over television, which 
imposes a tariff in requiring large sums of money. I do not think 
that there should be vast inequality of funds with which to reach 
the people. When that happens, I think that democracy to that extent 
has failed or certainly has been modified. 

I want to thank you and your colleagues for your patience with 
me, particularly in view of the many commitments upon you at this 
time. 

The Cuatrman. Are there any questions? 

Senator Neuberger, the Chair particularly thanks you for this tes- 
timony. The Chair still has a pretty open mind on many of these 
intricate problems that the committee has responsibilities to consider. 
I shall not at this time express any definite views with respect to the 
testimony you have given. I shall take your printed or prepared 
statement and read it. 

The Chair wishes to thank you very much, and I feel that you have 
made a contribution to the work that we are assigned to do—to try 
to evaluate these problems—and come up with some recommenda- 
tions worthy of the Senate’s attention. 

Thank you. 

Senator Neusercer. Thank you so much, Mr. Chairman. 

(Whereupon, at 2 p. m., the committee recessed, to reconvene subject 
to the call of the Chair.) 
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APPENDIX 


The Special Committee invited Dr. Stanley Kelley, Jr., staff member 
of the Brookings Institution and author of the book, Professional 
Public Relations and Political Power, to submit a statement which 
would provide general background information as to the role of 
public relations men and organizations in political campaigns. Dr. 
Kelley’s response follows : 


THE BROOKINGS INSTITUTION, 
Washingion, D. C., March 6, 1957. 
Mr. Georce Morris Fay, 
Chief Counsel, Special Committee to Investigate Political 
Activities, Lobbying, and Campaign Contributions, 
United States Sencte, Washington, D. C. 


Dear Sir: In response to your request, I am happy to present briefiy some 
information regarding the participation of public relations and advertising men 
in political campaigns. An appreciation of the role that professionals in these 
two fields now play in politics is important, I think, to any assessment of modern 
campaign problems. And, though practices vary widely in different parts of 
the Nation, it is possible to make some generalizations. 

It is elear, first of all, that the advice and services of public relations and 
advertising men are now frequently employed by candidates and political com- 
mittees in many State and local campaigns, as well as in those at the national 
level. The national committees of the two major parties have had full time 
public relations and publicity divisions since about 1930. Both currently en- 
courage all their party’s candidates to retain professional public relations and 
advertising experts in their individual campaign efforts. Statements of Na- 
tional committeemen, State chairmen, and other party officials that I secured 
in the course of my own research indicate that such specialists play varying 
parts in the campaigns of Arizona, California, Florida, Illinois, Indiana, Iowa, 
Kansas, Maryland, Michigan, Minnesota, Nevada, New Jersey, New York, Ohio, 
Oregon, Pennsylvania, Texas, Utah, Virginia, and Washington, and there is no 
reason to believe that this list is definitive. The more skillful practioners appear 
to be prominent mainly in statewide and national campaigns, though in a num- 
ber of States, candidates for county and city, as wel! as State and national office, 
seek their help. There are wide variations in ability in public relations, as in 
any field, and in the opinion of several public relations men whom I have ques- 
tioned, local candidates rarely receive top-grade assistance. 

The relation of public relations and advertising personnel to the committees 
and candidates for whom they work may differ considerably. Some practitioners, 
though taking no regular part in politics, volunteer their services on occasion to 
candidates whom they particularly wish to support. Others work on contract 
in particular campaigns or on a particular campaign project. The national 
committees and some state committees employ public relations men full time 
as staff members. In a few places independent public relations and advertising 
firms specialize in the management of political campaigns, accepting parties and 
candidates as clients on a fee basis. 

The State of California has a number of such firms. Like public relations 
agencies elsewhere, many of their clients are private businesses, but they also 
handle initiative and referendum campaigns and the campaigns of candidates 
for public office. The frequency of direct legislation in that State and the 
weakness of its party organizations would appear to be the main reason that 
public relations men there act as counsels to, rather than as employees of, 
candidates and party committees. 

Public relations men in politics are primarily specialists in communication, 
and they are asked to perform or supervise a wide variety of activities: rela- 
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tions with the press and the other agencies of communication; preparation 
and placement of advertising; production of radio and television programs; 
the writing, design, and distribution of campaign literature; the taking of opin- 
ion polls and attitude surveys: speech writing; production and distribution of 
films; and advance arrangements on campaign tours. Their advice may be 
solicited also on matters usually considered to be important parts of campaign 
strategy: the selection of media to be used, of issues, and of areas and groups 
on which campaign efforts are to be concentrated. In a number of campaigns 
public relations men have clearly had important parts in developing campaign 
strategy. Because methods of communication must be selected with some re- 
gard for what is being communicated, and because the aims of a campaign must 
be decided with due consideration of the means available to achieve them, it 
seems likely that public relations men will win an increasingly important voice 
in party policy councils. Tactics and strategy may be arrived at jointly by the 
candidate and his advisers, but they cannot really be considered separately. 

A considerable number of those party leaders with whom I have talked or 
corresponded have felt that the use of public relations agencies by political 
candidates has been increasing. Public relations men, too, are often inclined 
to stress the newness of their profession, and the even newer demand for their 
services in politics. Such judgments depend partly on a definition of terms— 
on whether one directs attention to the similarities or to the differences in the 
way the public relations man performs political functions that have been with 
us for a very long time. Press agents and publicity men have been active in 
politics for over half a century and party newspaper editors sometimes played 
similar roles in the partisan politics of Jefferson's day. 

I would agree with those who argue that professional propagandists in 
politics are not new. Neither are professional propagandists serving for hire. 
But there is novelty in the following aspects of political public relations as it 
is practiced today: (1) Modern professional propagandists are, and have to be, 
versed in an increasing number of communication techniques, something made 
necessary by the growth and multiplication of communication media; (2) the 
modern public relations man probably has a broader conception of his job than 
political press agents of the past; he thinks less in terms of a limited function 
like press relations and more in terms of using all the media and means of 
communication in the manner best calculated to secure the election of his 
eandidate; (3) when the modern public relations man accepts a job as a political 
propagandist he is frequently doing so because such work is his vocation, not 
an interlude in his‘normal business or professional activity; and (4) the public 
relations man today has at his disposal tools for measuring audiences and 
andience opinion unavailable in the past. These make it possible for him to 
plan his moves more accurately, and with greater knowledge of their probable 
effects. 

Though the fees for public relations services may be high, party leaders and 
candidates often explain their use of public relations and advertising personnel 
as a way to make limited campaign funds stretch farther. In the words of 
one party publicity director, “A good public relations department knows what 
areas are best served by TV, radio or newspapers and can plan the placement 
of advertisements accordingly.” Such planning in his own organization “resulted 
in many thousands of dollars saved.” In reality, this is to say that while modern 
media of communication have been found extremely effective as campaign instru- 
ments, their efficient use is often a complex problem requiring experience and 
technical knowledge. It is for these that candidates turn to public relations and 
advertising agencies. 

In conclusion, I should like to suggest two points of relevance that these de- 
velopments hold for your committee’s evaluation of our present election laws. 
In the past, legislative attention has been directed in great part toward dis- 
covering means to equalize opportunities for opposing candidates through the 
regulation of campaign contributions and expenditures. The importance of these 
subjects endures, but money in polities can hardly be considered fruitfully 
without regard to the skill with which it is used. The advent of the mass 
communication media have greatly increased the requirements for skill in com- 
munication and also, therefore, the possibility that a candidate may campaign 
at a disadvantage because he is unable to procure the services of technicians 
with skills comparable to those possessed by his opponent’s organization. Par- 
tisan preferences or the pressures of their business concerns may make public 
relations and advertising agencies reluctant to work for particular candidates, 
and therefore make partisan competition less effective in presenting alternatives 
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to the voters. A monopoly of skill by one candidate may be rare in actual prac- 
tice, but it is a potential preblem that should not be ignored. 

Secondly, the testimony of professional public relations men should be use- 
ful in gaging the financia! requirements of modern campaigning. estimony be- 
fore previous committees of the Congress has shown repeatedly that the limita- 
tions on expenditure currently incorporated in the Hatch Political Activities 
Act and the Federal Corrupt Practices Act bear only the most casual relevance 
to the costs of mounting a modern campaign. Previous testimony has empha- 
size, too, the perfect legitimacy of many large-scale expenditures and the dangers 
to two party competition that could result from too little political spending. 
Expenditure allowances should be large enough to make possible a vigorous dis- 
cussion of issues and of the qualifications of candidates. Public relations men 
should be able, with rough accuracy, to determine the levels of expenditure 
that would make this possible. 

Very truly yours, 
STANLEY KELLey, Jr. 


FreprerAL Income Tax BEeneErirs ror Portrica, ContTRrBvrions 


Much attention had been focused recently on proposals that the 
Federal Government provide a tax benefit in the form of a credit 
or deduction against tax for contributions made to political parties 
or candidates by individuals. At the invitation of the Special Com- 
mittee, Professor Stanley S. Surrey, leading tax authority and pro- 
fessor of law at Harvard University, prepared a written statement 
which considers various aspects of such proposals. 

Professor Surrey’s memorandum follows: 


Tax BENeEFITs FOR PoLITICAL CONTRIBUTIONS 


By Stanley S. Surrey, professor of law, Harvard Law School 


In the last year or so a considerable amount of attention has been given to 
proposals that the Federal income-tax law grant a benefit, through a deduction 
or a credit against tax, for political contributions made by individuals. The 
following is presented as a summary outline of some of the major questions that 
should be considered in an appraisal of these proposals.’ 


I, REASONS FOR GRANTING A TAX BENEFIT FOR POLITICAL CONTRIBUTIONS 


The reasons which could be advanced to support a proposal to give a tax henetit 
for political contributions by individuals would seem to be chiefly the following: 


A, It is desirable to increase the numbers of persons presently making contri- 
butions to political campaigns 

The general premise here is that widespread citizen participation in the elec- 
toral process is desirable. It is believed that if the number of persons contribut- 
ing to political campaigns were incre:sed, this would in turn involve increased 
citizen interest and participation in political elections. At the same time it 
would reduce what appears to be considerable dependence at present on con- 
tributors of large amounts. While these large contributors may be businessmen, 
wealthy family groups, or labor groups collectively, the present system of rais- 
ing political funds apparently relies upon such concentrated contributions. 
The effects on the political process of this reliance are another matter, but 
the reliance itself appears to be a major factor. Presumably if a system of 
mass contributions in relatively small amounts took hold, the existence in par- 
ticular situations of concentrated large contributions would be highlighted. 
Thus highlighted, the issues regarding the desirability or undesirability of these 
concentrated large contributions could be more directly considered. 


1] have been aided, in preparing these remarks, by the opportunity to read a manuscript 
by Prof. Ellen A. Peters, Yale Law School, on this subject and also by the drafts of 
legislative recommendations on-this subject prepared by my class in legislation at the 
Harvard Law School. 
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The present reliance on concentrated large contributions, if thought undesir- 
able, might be reached perhaps by stricter laws on the maximum amount that 
could be contributed. -However, in recent congressional hearings on these prob- 


lems most witnesses have expressed doubts as to the effectiveness of restrictions 
of this nature. 


B. The granting of a taw benefit would make easier the overall task of achieving 
a mass base for political contributions 


As stated above, the general premise here operative is that since citizen par- 
ticipation in the electoral process is desirable, it is equally desirable that the 
mass base for contributions be increased. As the prime requisite for achieving 
this mass base, it has been suggested that a national educational campaign be 
undertaken to make political contributions both proper and popular. It is 
apparently believed that a lack of understanding respecting these matters and 
a failure to appreciate the desirabliity of such contributions under our present 
democratic Government make for the absence of a mass base for political con- 
tributions. It has been urged that such an educational campaign would provide 
for political contributions the same sort of mass base that now exists for 
charitable contributions. Those who urge such an educational campaign indi- 
cate that, perhaps for psychological reasons mainly, attaching a tax benefit to 
political contributions will make the educational task that much easier and 
will induce the contributions. This consequence is not dependent upon the abso- 
lute tax benefits provided, although this may be a factor, but rather on the fact 
that the cost of political giving would be shared by the Federal Government. 

Educational campaigns and tax benefits in themselves are probably not enough. 
Doorbells must still be rung and campaigns to reach the individual citizens 
would still be necessary. The effectiveness of educational campaigns and tax 
benefits would thus depend on whether the political parties themselves or citi- 
zen groups that may evolve as part of this process will capitalize upon these 
encouragements to campaign contributions. 


C. The granting of a tax benefit for political contributions would be an appro- 
priate governmental subsidy to the electoral process 


In recent years the desirability of a Government subsidy in some form has 
been urged as a means of meeting the costs of political campaigns. While the 
issue of the Government’s bearing the burden of all or a part of campaign costs 
can be debated on its merits, the outcome may well depend upon the mechanics 
of the subsidy. Thus, many would argue that outright subsidies paid to political 
parties would devitalize the whole process. The parties would not have to put 
forward the same efforts to induce citizen interest. Further, whenever a Gov- 
ernment subsidy is involved there is in the background the specter of Government 
control. In the foreground there are the immediate problems of to whom the 
subsidy should go and how the Government should actually allocate the funds. 
These problems would seem to be particularly acute as respects any subsidy for 
political costs. 

A Government subsidy for political campaign costs dependent in its mechanism 
upon the granting of a tax benefit for individual contributions may meet the 
above difficulties. Since such a subsidy would be triggered by individual action, 
the need for reaching the individual citizen and getting his contribution would 
still fall upon the political parties. As a consequence, instead of devitalizing the 
political parties, it would seem that a Government subsidy in this form would 
presumably move in the direction of energizing them. Further, the need for 
individual action solves for the most part the problem of the allocation of the 
Government subsidy. Each individual in making his contribution thereby chooses 
to whom the subsidy shall go and thus decides the matter of allocation. In 
effect, since the tax subsidy operates indirectly rather than directly, these prob- 
lems would seem to be at a minimum. 

Of course as with all tax subsidies, the question is raised whether it is desir- 
able to inject another factor serving to reduce the present base for the individual 
income tax. This matter is considered at a later point in this memorandum. 

It is not clear whether a tax benefit for political contributions is urged in order 
to increase ahsolutely the amount of money going to political campaigns. In 
the recent congressional hearings on political campaign costs it does not appear 
to be argued that not enough is spent today on the political process. Rather, the 
predominant note seems to be that the costs are high, that they are currently 
being met, but that they are being met in large part by a dependence upon con- 
centrated contributions. As indicated above. many believe that this dependence 
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is undesirable and that a mass base for defraying poiitical costs should be 
developed. In this respect, a direct Government subsidy would not meet this 
problem and instead might well have the effect of leaving only the direct Govern- 
ment subsidy and the concentrated support, with the small contributor almost 
disappearing. The indirect Government subsidy effected through the tax mechan- 
ism would not have this defect. 


Il. THE BASIC TAX MECHANICS—DEDUCTION OR CREDIT? 


At the present time, Federal income-tax liabilities are not affected by contribu- 
tions to political parties. A deduction from gross income is not allowed for these 
contributions. If account is to be iaken under the Federal income tax of cam- 
paign contributions they could be reflected in two main ways: 

1. The amount contributed could be a deduction from gross income. 
2. The amount contributed could be treated as a credit against the tax 
liability. 
In either case, limitations of varying kinds can be placed upon the amount and 
effect of the tax benefit. Consideration should therefore be given to the issues 
involved in adopting one or the other of these two methods. 


A. Deduction for political contributions 


A deduction from gross income for political contributions has as its closest 
analogy the present deduction for charitable contributions. The political con- 
tribution would be treated as are other personal expenses of an individual— 
such as charitable contributions, interest, nonbusiness taxes, medical expenses, 
and the like—and simply subtracted from gross income. The contribution would 
not be a deduction which is subtracted from gross income to determine the ad- 
justed gross income, the latter being the figure on which the standard deduction 
of 10 percent is computed. Rather the political contribution would be one of 
the itemized deductions which a taxpayer may take if his total of personal 
deductions is in excess of the standard deduction otherwise available. The 
political contribution would thus fall, as indicated above, in the group of per- 
sonal deductions which are balanced in amount against the standard deduc- 
tion, the taxpayer choosing the larger of the two. 

A number of arguments have been advanced against using this deduction 
method. Presumably the amount of the deduction would have an upper limit, 
and that most generally stated is $100. In the case of most individuals the 
amount of the contribution and therefore of the deduction would be much lower. 
Consequently, in most cases it would pay the taxpayer to use the standard 
deduction rather than to itemize personal expenses and deduct their total. 
Based on statistics for the year 1952, at the present time probably only 20 percent 
of taxpayers with incomes under $5,000 now itemize their personal expense 
deductions. The balance use the standard deduction. As respects all taxpayers, 
between 7° and 80 percent use the standard deduction. Consequently, a deduc- 
tion for political contributions would thus have no effect on the tax liabilities 
of about 75 percent or so of the taxpayers. While the deduction might shift the 
choice between the standard deduction and itemized deductions for those at the 
borderline today, apart from this group the new deduction would not change 
present tax payments. 

Under these circumstances, if the effectiveness of the tax benefit depends 
upon absolute results, it is likely not to have any effect upon the great mass of 
taxpayers. If its effectiveness depends upon the psychological aspect that some 
tax benefit is obtainable the same result is likely to follow. In fact, there may 
be resentment at another tax change that does not have any dollars-and-cents 
effect. 

In view of the workings of the standard deduction, the benefits of a deduction 
for political contributions would largely go to those in the upper brackets. 
Even in those cases where individuals in the lower brackets itemize rather than 
use the standard deduction, the tax benefits dollarwise from a deduction are 
of course net as great to these taxpayers as to those in the upper brackets. 
This is simply the result of the fact that tax rates are higher in the upper 
brackets, and hence a deduction is worth more accordingly to those brackets. 
While this would be the situation as respects a deduction for political contribu- 
tions, it is of course true as to any deduction. Moreover, since the amount which 
could be deducted for political contributions would presumably be limited to a 
relatively small figure, the absolute benefit for an upper bracket taxpayer would 
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not be large. For these reasons, it may be that this “greater benefit for upper 
bracket taxpayers” effect is not an argument against using the deduction method. 
However, on the other hand, since the deduction is for political contributions 
and since the entire matter is thus affected by political connotations, it is likely 
that the argument would have an impact here which it would not have in the 
case of other deductions for personal expenses. Thus, on these grounds it is 
likely that the analogy to charitable contributions, where the deduction of 
course provides the greatest benefit to upper bracket taxpayers, would not seem 
persuasive. In other words, it is quite likely that there would be resistance 
to giving greater tax advantages to a wealthy person who makes a political 
contribution than to a person with a lower income, whereas this same resistance 
would not exist in a case of a Red Cross or Community Chest contribution. 
Moreover, as respects those upper-bracket taxpayers already making political 
contributions, the consequence would simply be a tax benefit, albeit slight, for 
action they would otherwise take. At the same time the inducement-to-contribute 
etfect of the deduction would be lost, since it would not have any appeal by and 
large to lower bracket taxpayers not presently contributing. 


B. Credit against tax for political contributions 


The second method of reflecting political contributions in tax liabilities is 
to allow a direct credit against the income-tax liability for the amount con- 
tributed. Here also those urging a tax benefit have indicated that the credit 
should be limited. Thus, the amount of a political contribution that could be 
so credited would not exceed some small figure, perhaps $10 or $20, if this 
method were used. Under this method the taxpayer would compute his income 
tax as at present. Then he could credit against that tax bill the amount of his 
political contribution up to a prescribed figure, as $10 or $20. This amount 
would be credited in much the same manner as a taxpayer today credits, for 
example, the tax withheld on wages and salaries at the source. 

A tax credit of this nature gives the same dollar offset to every taxpayer per 
dollar of contribution credited, regardless of the income bracket of the taxpayer. 
It is a!so effective whether or not the standard deduction is used. Consequently, 
the various arguments against the deduction method advanced above are not 
pertinent to the tax credit. For these reasons, considering that a political con- 
tribution is involved, the tax credit may appear as a much more equitable method 
of granting a tax benefit for the contribution. On the other hand, just as in the 
case of the tax deduction, the tax credit will not help any person who is not a 
taxpayer. It is here assumed that if a person did not have to pay an income tax, 
a tax credit for political contributions would not operate to grant the individual 
arefund. Stated differently, the tax credit for political contributions can serve 
only to reduce a tax otherwise existing. Hence, for those who are not within 
the income tax today, largely because of the relationship of their income to 
personal exemptions, a tax credit would have no inducement effect on their 
making a political contribution. 

As compared with a deduction it may be that a tax credit would seem to 
present more administrative problems for the Internal Revenue Service than 
would a deduction, since all taxpayers would be using the credit, whereas only 
about 25 percent of the taxpayers (i. e., those not using the standard deduction) 
would vse the deduction. Also the tax credit would be an added complication 
on form 1040A, which is the simplest form of return and the one used by a 
great many wage and salary earners. In this regard, however, the Internal 
Revenue Service has indicated as follows, quoting from a statement of Assistant 
Commissioner Winkle before the Special House Committee To Investigate Cam- 
paign Expenditures, December 19, 1956: 

“In general, however, and from an administrative standpoint only, reserving 
the policy aspects of the proposal for the reasons I have already mentioned, it 
would be our feeling that any operating problems associated with such a pro- 
posal would not be insurmountable.” 

While this statement was made with respect to a tax deduction rather than a 
credit, no particular point seems to have been made as to the difference. Al- 
though the statement can hardly be considered a blessing or even as an indica- 
tion that administrative problems are not significant, it does appear to be a 
statement that the Internal Revenue Service would not insist that administra- 
tive considerations should bar adoption of the proposal if the proposal was felt 
to have positive merits otherwise warranting its approval. 
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lll, SOME ADMINISTRATIVE PROBLEMS RAISED UNDER A CREDIT AGAINST TAX FOR 
POLITICAL CONTRIBUTIONS 


The following discussion is confined to the problems associated with the credit- 
against-tax mechanism to give a tax benefit for political contributions and does 
not consider a deduction method. It is assumed that in the light of the con- 
siderations advanced above the credit method would be regarded as preferable. 
However, the following observations would also be applicable for the most part 
to a deduction system. 


A. Principal administrative problems 


The principal administrative problems that would appear to be raised under a 
tax credit for political contributions are as follows: 

1. The administrative needs of the Internal Revenue Service require auto- 
matie verification of the fact of contribution. Assuming that a large number 
of taxpayers will make political contributions, the Service should not be put 
in the position of having to check the correctness of the taxpayers’ statements. 
The proof of the contribution must therefore be simple and reliable. 

2. Consideration must be given to whether a requisite of the plan is the need 
for nondisclosure of the identity of the political party to which the contribution 
is made. It is probable that a great many contributors would be quite willing 
to have their political affiliation disclosed. However, there may be a large num- 
ber who are willing to disclose the fact that they make political contributions 
but are not willing to disclose the party to whom the contribution is made. For 
example, in this last group may well be government employees, junior partners 
and minor executives whose party affiliations differ from those of their seniors, 
professional people and individual business proprietors whose political affilia- 
tions one Way or another differ from those of their clients and customers, inde- 
pendent voters, and the like. Presumably these people would not like the 
identity of the political party to which they contribute made public in their 
community. 

In the context of the plan under consideration, disclosure would be made 
only to the Internal Revenue Service, since it would not appear that the plan 
would require any more public disclosure than now pertains to the reporting 
of political contributions. A great many people may feel, rightly or wrongly, 
and with or without any rational foundation, that they would not care to have 
their political affiliation known to the officials examining their tax returns. If 
it is felt that this attitude must be given recognition, then the plan must involve 
nondisclosure to the Internal Revenue Service of the taxpayer's political 
affiliation. 

3. Under the plan, the making of a political contribution will enable a tax- 
payer to secure a dollar benefit from the Federal Government through a tax 
credit. Moreover, a document evidencing a political contribution thus has a 
value in itself, since it can be used to support a claim against the Government. 
These factors raise the problem of possible abuse of any tax credit plan for 
political contributions. For example, if a political contribution could be made in 
the name of a particular taxpayer, the money being advanced elsewhere, then a 
tax benefit would be bestowed upon that taxpayer. In effect, the tax credit plan 
could be a mechanism for buying votes. Put differently, the question is whether 
the plan must provide a method for making sure that the taxpayer claiming the 
credit has himself paid the money representing the contribution. 

4. It may be possible, although this is far from clear, that very large sums 
in the form of political contributions would be raised through a tax credit plan. 
In fact it may be that the sums raised are much larger than we would like to 
see spent on the election process. If so, it may be desirable that the plan con- 
tain some mechanism by which the overall amount may be controlled. 


B. Possible solutions to administrative problems 


Two methods of administratively implementing the tax credit for political 
contributions have been advanced: one is a receipt plan and the other is a stamp 
plan. These plans should be considered in the light of the administrative prob- 
lems mentioned above. 

1. Receipts—Under the receipt plan, the contributee would simply give the 
contributor a receipt, evidencing the amount of his contribution and his name. 
An additional copy could also be given to the contributor. The receipt could 
be on a special form prepared by the Internal Revenue Service, and copies 
could be kept by the contributee and, if need be, one sent to some Government 
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agency. The contributor would simply attach the receipt to his tax return ax 
proof of his contribution. 

This method has the advantages of simplicity. It permits door-to-door cam. 
paigning for contributions. It also permits the raising of contributions ar 
political rallies and the like. 

However, the plan does not meet the problem of keeping the identity of the 
contributee secret from the Internal Revenue Service. The plan also raises the 
possibilities of abuse. It would be possible for any political party to hand out 
free or at a discount these receipts, which of course are a valuable commodity in 
the recipients’ hands. While presumably, except for violations of the Corrupt 
Practices Act, votes could be bought with money today, under a receipt plan 
votes could be bought without money. This is because, as stated above, the 
receipt is a valuable commodity. Leaving off the name of the contributee in order 
to meet the disclosure problem would heighten this possibility-of-abuse problem. 
It may be that while these difficulties could be met by a more complicated 
arrangement as to receipts and checking, the point is that complications would 
certainly be present if it is thought that the problems of abuse are serious. 

Since the taxpayer has already given his money to the political party under 
this method, control over the amount that can be raised by political parties and 
spent by them becomes much more complex. The only controls that would seem 
available would be a direct prohibition on spending too much, which of course 
could raise questions as to what should be done with the excess. 

From the taxpayer's side, he is faced with the problem of keeping this receipt 
and having it available when he files his tax return. Considering that contribu- 
tions will probably be made in the fall of any year and the tax return filed next 
spring, this in itself is likely to be a minor headache for many. 

2. Stamp plan.—Under a stamp plan that has been proposed, a person desiring 
to make a contribution would go to a post office and buy a special stamp. This 
stamp could be in three perforated parts. One part would be given to the politi- 
cal party. The political party could then turn in the stamps thus received to 
some Government agency and collect their amount. The contributor could keep 
one part of the stamp for his records. The third part of the stamp would be 
attached to his tax return and evidence the fact of his political contribution. 

This stamp plan has the advantage of nondisclosure of the identity of the 
contributee, since the stamp attached to the tax return simply evidences the fact 
of payment to the post office. The plan also prevents contributors from obtain- 
ing tax credit in cases where nothing or a lower amount has in fact been paid, 
since under the plan payment must be made to the post office before a stamp 
can be obtained. Consequently, the possibilities of abuse are greatly reduced. 
The stamp plan also permits control over the amount to be expended by the 
political parties. Thus, if too much has been raised through political contribu- 
tions made in this fashion, presumably the Government might state that the 
stamps would not be redeemed at face, as respects the political parties, but at 
some percentage of face. The Government would thus be in a position to 
control directly the amount paid when stamps are redeemed. 

The plan has, however, some distinct disadvantages. If the stamps are to 
be sold only at post offices, the plan does not lend itself very well to door-to-door 
campaigns to raise political contributions or to the raising of contributions at 
political rallies. The individual to make a contribution through this method 
would have to go to the post office to get a stamp and in the intervening time 
his ardor may have cooled. On the other hand, if the stamps can be sold by 
the political parties themselves, the possibilities of abuse considered under the 
receipt plan would here also be present. Where the stamps are brought at the 
port office, the chief possibility of abuse would lie in a political party or person’s 
suying a number of stamps and then simply distributing them free or at discount 
to induce votes. This could probably largely be met by restricting the purchase 
of stamps as the post office to one stamp per purchaser, or perhaps permitting 
purchase only for the family of the purchaser. Variations are possible which 
require cancellation of the stamp by the taxpayer’s signing his name on the 

stamp at the post office and the like, though these may involve considerable 
nuisance problems to the post office. Another possibility of abuse is simply 
passing out money to taxpayers to permit them to buy stamps. But this is 
no more than passing out money to buy votes and raises the same problem 
under the Corrupt Practices Act as would the latter. 

As in the case of the receipt, the taxpayer is faced with the problem of keeping 
his stamp and having it available when his tax return is filed. 
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C. Combined plans 


From the above, it would appear that the chief advantage of the receipt plan 
is that it lends itself to door-to-door and similar campaiging. The chief advan- 
tage of the stamp plan is the nondisclosure which it affords and the consider- 
ably diminished possibilities of abuse under it. It may be that the two plans 
could be combined, especially if the possibilities of abuse under the receipt 
plan can be controlled. Thus, those who were concerned with disclosure could 
puy their stamps at the post office; those who were not worried by disclosure 
could simply use receipts. While the stamp plan offers some control over the 
total amount expended, this may well not be a real problem. 


IV. SOME OVERALL QUESTIONS OF POLICY 


The following are some overall questions of policy which can arise in con- 
nection with a tax benefit for political contributions. For the most part, these 
questions are common to the receipt plan and the stamp plan. 


A. The amount of the taz benefit 


One principal question is the amount of the tax benefit which should be 
accorded to political contributions. Presumably there is to be some limit on 
this amount, especially since the whole point of the plan is to induce mass 
contributions. Thus, most of the suggestions with respect to a tax credit have 
been in terms of a maximum of $10 or $20. 

Assuming some limitation of this nature, the next question is then whether 
under the credit plan some of the burden should fall on the taxpayer. This 
would automatically be so under a deduction plan, since a dollar of tax deduc- 
tion is never worth a dollar to the taxpayer but is only worth a percentage of 
that dollar, the percentage depending upon his tax rate. In the case of a 
credit against tax, however, a dollar of credit against tax is always worth a 
dollar. Consequently, if a taxpayer were to get a credit against tax of $10 
for a $10 contribution, no part of the burden of the contribution would fall on 
him. As indicated earlier, this full Government subsidy may well be undesirable. 
While the political parties would have to scramble for their contributions, since 
the subsidy is still indirect and routed through the individual taxpayers, the 
contributor himself is really not playing a very worthwhile role. It would 
therefore seem preferable to allow him a tax credit for only a percentage of his 
contribution. For example, he could get a tax credit for 50 percent of his 
contribution, with a maximum limitation on the credit of $10. Thus, for a 
$20 contribution he would get a $10 tax credit; for a $10 contribution he would 
get a $5 credit. 

A minor question in this general area is that of to whom the credit would be 
allowed. For example, it would presumably go only to individuals and not 
to corporation. Also, it might well be limited to children who are at least 18 
years of age or older. 

If any such tax credit plan were adopted it would seem clear that there should 
be no prohibition against any contributions in excess of the amount producing 
the maximum credit. The purpose of the plan is to induce a mass base for 
contributions and thereby lessen dependents on large contributors, but it need not 
be saddled with the task of direct prohibition on the amount of contributions, 
since this is a different problem. 


B. The permissible contributees 


A basic question under the proposal is that of to whom the taxpayer may make 
his political contribution qualifying for the tax credit. The essential problem 
here is that of which candidates are eligible as recipients of political contributions 
carrying tax benefits. 

1. The broadest rule would appear to be that the political contributions may 
go to any candidates in any elections, whether primary or final, and whether 
Federal or State and local. It is assumed here that if contributions may go 
to the candidates, contributions may also go to committees on their behalf. 

Any such broad coverage as respects contributees raises problems. Since the 
amount of political contributions which produces a tax benefit would be limited, 
there could well be considerable rivalry as to who gets the qualifying contribu- 
tion. Thus, State and local candidates may attract the contributions away from 
Federal candidates and vice versa. Also primary candidates could attract con- 
tributions away from the candidates in the final elections. This rivalry would 
be heightened if the stamps were in one denomination only, i. e., the maximum 
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amount, or if the receipts were similarly limited. Further, any such broad cover- 
age would give considerable opportunity for fund raising to groups that are on 
the fringe of the political process, Thus, groups which are not really politica) 
parties could promote candidates in certain elections simply to attract these 
contributions. The proposal, further, in this light would have the effect of 
encouraging splinter parties. 

From another angle, such broad coverage raises the question of who is a 
candidate. For example, when does the process of being a candidate in a primary 
election start? How are write-in candidates to be treated? What about pri- 
maries which involve only elections for delegates to a primary convention? 
What about primaries which are not final but in turn lead to runoff primaries? 
While some of the questions might in a sense be bypassed by resorting to State 
law definitions of who is a candidate, there are obviously numerous questions to 
be resolved. 

2. In view of the above it may be desirable to restrict the proposal at least at 
the outset to Federal elections. Apparently most of the suggestions respecting 
this proposal have been so restricted. However, even when restricted to Federal 
elections the question arises as to the candidates to be covered. Thus, are the 
qualifying contributions limited to presidential elections or do they also extend 
to senatorial and congressional elections? Presumably all three would be covy- 
ered, though here also the problem of rivalry for the political contribution can 
exist. 

3. It may also be desirable to restrict the proposal to final elections and not 
to cover primary elections so as to avoid the problems indicated earlier. It 
would seem undesirable to have the inducement effect of the tax benefit used up 
so early in the electoral process, which could very well be the case in many 
situations if it is available for primary elections. At least this would seem to be 
so as respects initial adoption of the plan. Later on, if the plan were to be 
kept, experimentation could be made with perhaps a special primary stamp 
limited to part of the qualifying political contribution, so that all of it could not 
be siphoned off in the primaries at the outset. 

Another problem is that of primaries which are equiv alent to election. But 
even here, in States with runoff primaries it is difficult to tell in advance when a 
given primary is equivalent to election. 

4. In view of the possible problems of rivalry that may exist even where 
the qualifying contributions are limited to presidential, senatorial, and con- 
gressional elections, consideration could be given to further limiting the qualify- 
ing contributions to those made to national political committees. These political 
committees could then allocate their funds within the party to the above Federal 
elections. Or under this system the committees could be permitted also to 
allocate such funds to State elections. Such a plan, of course, may raise diffi- 
cult questions of allocation and has an obvious impact upon the matter of party 
centralization. The problems of allocation involve division among various parts 
of the country, between State and Federal elections, and among the various 
offices. 

5. An alternative would be to restrict the qualifying contributions to final 
presidential elections only. However, it is very doubtful whether this is at all 
realistic as a political matter. Further, much can be said for making the con- 
tributions available to senatorial and congressional candidates, especially since 
the availability of such contributions would have an impact on the dependence 
of these representatives on concentrated support from private groups and also 
on support from State organizations. There is present, in this respect, the ques- 
tion whether a qualifying contribution could be made to a senatorial or con- 
gressional candidate outside the contributor’s State or district. 

6. Another way of meeting the above problems is to divide up the qualifying 
political contribution. Thus, assuming a $20 maximum qualifying contribution, 
a person could contribute $5 to a presidential campaign, $5 to a senatorial cam- 
paign, $5 to a congressional campaign, and $5 to a State and local campaign. 
If State and local campaigns were to be excluded, this last $5 could be available 
as an additional contribution for any of the above three Federal candidates. 
The mechanics can readily be handled through different colored stamps and 
receipts. The taxpayer could get credit for no more than one stamp or receipt 
of any given color. 

7. Assuming any limitations at all on the type of candidate to receive a qualify- 
ing contribution, there is the question of how the limitation may be enforced. 
Thus, if a political committee is raising funds for a wide variety of candidates, 
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some of whom qualify under the above plan and some of whom do not, is there 
any really effective way of keeping the political contributions channeled to the 
qualilfying candidates?. Or, would the committee simply make its nonqualifying 
contributions available to the nonqualifying candidates, keeping its activities 
balanced in this bookkeeping fashion? These problems would be present as 
to both national and State committees. Further, if a nonpolitical committee is 
to be permitted to receive contributions on behalf of a candidate, it must be 
clear that it should not be allowed to siphon off the contributions for nonpolitical 
ends. The last problem could be met by limiting the types of committees that 
could receive these qualifying contributions. 


C. In what years may the contributions be made? 


Once the matter of qualifying candidates is solved, attention must be given 
to the years in which qualifying contributions may be made. 

1. The broadest plan would be to permit contributions in any year to the quali- 
fying committees. Thus, if the qualifying candidates are restricted to those for 
Federal office in final elections, contributions could be made in any year at 
least to national political committees. This, however, may be too broad, since 
the contribution is really not to a candidate but to a political party and thus 
this approach raises a question as to the basic character of the plan. 

2. If the contributions are to be restricted to those made for particular Fed- 
eral elections, then presumably they could be made in all even numbered years, 
since these years cover the presidential and general congressional elections. 
However, in the odd-numbered years there may well be special congressional 
elections. Since one such election might exist in every year, if contributions 
could be made to a national committee for candidates in that election, there 
could be abuse of the plan. 

If the plan is to be adopted, it might be desirable to commence it in the year 
of a presidential election simply to see how it works under such circumstances. 

3. If contributions are to be limited to candidates or to committees on behalf 
of candidates, a question arises as to how long a candidate may still seek con- 
tributions after the election is over. Thus, may a candidate, whether successful 
or unsuccessful, continue to seek contributions once the election is over where 
the contributions prior to the election do not meet expenses incurred? It would 
seem that obviously some cutoff is necessary if the limitations are to be re- 
spected ; yet on the other hand it may be desirable to have some carryover period 
available to meet campaign debts. Perhaps this could be controlled by simply 
stopping sales of stamps after a given date. Since the stamps would be num- 


bered by years there should be relatively little difficulty in thus meeting these 
problems. 


D. Total amount of contributions 


An important and interesting question under the plan is just how much will be 
raised under it. Here there are very few estimates available. Some figures 
show that about 60 percent of the potential voting population of 100 million 
actually vote. While this is certainly the upper figure for contributors, it would 
seem clear that the actual number contributing would never be this high. A 
nonpartisan effort to raise money in one particular area in Minnesota in 1956 
indicated that about 80 percent of the people contacted for $1 contributions did 
contribute, Those engaged in this particular effort make a national estimate of 
about $62 million as the amount that can be raised under a similar nonpartisan 
door-to-door campaign, without the aid of a tax benefit. A previous Gallup poll 
indicated that 15 million families would make a $5 contribution if they were 
asked to do so, this also apart from a tax benefit. It is obvious that the estimates 
in this area are far from complete. 

One basic question here is, Will the potential amounts under the plan really 
be obtained? Put differently, why are not large amounts raised today by mass 
contributions? Apparently only 5 percent of the voters actually contributed in 
1952, and the amount raised from small contributions is relatively very low. It 
would seem obvious that merely attaching a tax benefit to a political contribution 
is not going to move mountains in this respect, and that large amounts will not 
be raised unless an effort is made to raise them. Apparently today, in the main, 
the political parties are not organized to obtain mass financial support from the 
little fellow. They have concentrated on obtaining large amounts from wealthy 
people and concentrated sources, presumably because this is a far easier method 
to follow. If the tax benefit plan is to raise large sums there would have to 
be organized efforts to reach the great mass of voters and obtain money from 
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them. On the other hand, if these organized efforts were actually to take place, 
then it is a real question whether any tax inducement need be given at all. 
Since the tax inducement proposed is relatively so small, it would seem that its 
absence would not detract too much from well-planned and extensive efforts to 
secure mass political contributions. But, again, it may well be that to obtain 
these mass political contributions the presence of both these coordinated efforts 
and the effects, psychological and absolute, of a tax inducement are needed. 

To go to the other extreme, consideration should be given to whether there 
is a problem of too much being raised. Here, of course, there is the question 
of how much is too much. Thus, estimates indicate that about $140 million was 
spent over all on the electoral process in 1952, and there has been an estimate 
of $175 million for 1956. Are amounts above these figures too much, or are even 
these figures too much, or is too little being spent? We do not have criteria to 
answer these questions. It may be that we should ascertain how much is needed 
by and large for printing, travel, TV and radio time for presidential candidates 
and perhaps for congressional candidates, in the light of existing expenditure 
patterns, and then aim to have the plan produce this figure. 

If ever an amount is raised which is considered to be too much, there is the 
question whether anything can be done about it in that year. Presumably, at 
least, the plan could be altered for future years. In the current year, however, 
it would seem somewhat difficult, certainly without experience, to provide for 
elaborate rules under which the excess would have to be paid to the Govern- 
ment. <A possibility under the stamp plan is for the Government to keep track 
of the stamps being sold and then to announce, if the amounts are too high, that 
when presented for redemption the stamps would be redeemed for only a per- 
centage of their face amount. In this fashion the political parties would re- 
ceive less than had been contributed by the taxpayers. However, since the 
taxpayers in turn had received a tax credit for half of the amounts contributed 
by them, they are really not losers under the process unless the Government were 
to redeem the stamps at less than 50 percent of face. 


Vv. RELATION OF PLAN TO THE INCOME TAX ITSELF 


Underlying the entire consideration of this plan is the question whether 
matters of this nature should be injected into our Federal income tax. There 
is considerable discussion today with respect to facets of the income tax that 
bear upon this matter. 


A. Aspect of erosion of Federal income-tag base 


There is growing concern that the Federal income-tax base is being eroded 
away through increasing resort to special exclusions, exemptions, and deduc- 
tions. As the tax base is thus contracted, the income-tax rates must rise or at 
least remain at high levels in order to produce the needed revenues. These 
high rates in turn bring about demands for still further relief on the part of 
special interest groups and the entire process feeds upon itself. 


B. Aspect of tax complevity 


Each new matter grafted onto the income tax introduces its special problems 
of administration, compliance, and taxpayer understanding. Many taxpayers 
obtain benefits to which they are not entitled since either deliberate violation or 
ignorance causes them to overstep their rights, and it is impossible for this 
to be checked adequately. Many others because of ignorance or impatience with 
detail do not obtain the rights to which they are entitled. 


C. Considerations pertinent to the plan itself 


In the light of the above considerations, a heavy burden of proof must be met 
by those who seek to contract the tax base and to complicate the income-tax 
structure through adoption of a special deduction or credit to meet a special 
purpose. The question here is whether this plan can meet this burden. 

As far as the administrative problems are concerned, the Internal Revenue 
Service would have to give its expert opinion on this matter. It would appear 
that in view of the smallness of the amounts and the possibilities of making 
proof almost automatic, the plan could meet the necessary administrative re- 
quirements, though as indicated this largely depends upon analysis of the plan by 
the Internal Revenue Service. 

With respect to the substantive matter of adding a personal expense to be 
considered in the determination of net income or tax liability and thereby con- 
tracting the revenue base, the magnitudes are not large, either in the aggregate 
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or per taxpayer. Also, here a Government subsidy is obviously intended. 
Further, this is an area in which routing the subsidy through the income-tax 
laws serves Very important ends and appears to be the most effective way of 
meeting the many problems that would otherwise exist under a direct govern- 
mental subsidy. There is always the danger, however, of one exception’s 
breeding another, so that in the end the income tax itself drastically suffers 
with the result that much more is lost in the total process than has been gained 
n the individual steps. 

In the particular case of political contributions, there is thus left the difficult 
yguestion of weighing the effects to be achieved through granting a tax benefit 

political contributions as against the dangers of inroads on the income tax 
tself. It must be remembered that the introduction of a tax benefit in this 
irea is not likely to have any real and lasting influence on the total volume of 
political contributions unless strenuous efforts are made to bring the entire 
process of making poiitical contributions down to the mass level. Consequently, 
iuless there are real indications that this is to be done and done successfully, 
t is very doubtful that a tax benefit should be granted to politica! contributions. 
However, it is clear that much will be gained if political contributions can be 
placed on a mass level. The question would then appear to be whether the 
.fforts to push political contributions down to mass levels are either likely to 
fail or to be far less likely of success without the aid of a tax benefit. If this 
question were to be clearly answered in the affirmative, then consideration should 
he given to a plan of tax benefits. This would be done on the assumption that 
in this area a Government subsidy is needed and that the income tax seems to 
be the best available governmental device for handling this subsidy. In most 
her cases the indirect tax subsidy is generally the poorest device and direct 
subsidies are preferable. In the situation of political contributions, just the 
opposite appears true. 

Vi. A POSSIBLE PLAN 


Assuming it is decided in the light of all the above to grant a tax benefit for 
political contributions, a possible plan for consideration might well be the fol 
lowing: 

A credit against tax would be provided for 50 percent of political contribu- 
tions up to a maximum credit of $10 per taxpayer. The qualifying political 
contributions could be made only with respect to candidates in Federal elections 
for the office of President, Senator, or Congressman, and could not be made 
in primary elections. Contributions could be made either to the candidate or 
to a national or a State committee on behalf of the candidate, with separate 
accounting being made for the sums contributed. A stamp or receipt plan, a 
combined plan, or any other plan which the Treasury Department deems most 
feasible and which meets criteria decided on in the legislation could be used. 
The plan would take effect in the year of the next presidential election and 
would be limited to that year only. The experience gained in that year would 
then determine whether the plan should be continued and in what form or 
whether it should be dropped. 


Survey or Oprntons or Sexvecrep Ponirican ScrentTists 


The Special Committee was authorized by the Senate to report, 
among other things, specific recommendations— 


to improve and modernize Federal election laws [and] to improve and strengthen 
the Federal Corrupt Practices Act, the Hatch Act, * * * and related laws. 

In an effort to obtain the views of scholars who have concerned 
themselves professionally with the areas cited above, the nee Com- 


mittee sent a questionnaire to approximately 40 political scientists. 


Responses were received from the following: 


Prof. Spencer D. Albright, Jr., department of history and political science, 
University of Richmond 

Prof. Ross Beiler, department of government, University of Mianii 

Prof. Clarence A. Berdahl, department of political science, University of Illinois 

Prof. Hugh A. Bone, department of political science. University of Washington 
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Prof. Manning J. Dauer, department of political science, University of Florida 

Prof. Samuel Eldersveld, department of political science, University of Michigan 

Prof. Ralph M. Goldman, department of political science, Michigan State Uni- 
versity 

Prof. William Goodman, department of political science, University of Tennessee 

Hon. Mark O. Hatfield, secretary of State for Oregon 

Prof. Alexander Heard, department of political science, University of North 
Carolina 

Prof. John Lederle, department of politcal science, University of Michigan 

Prof. Neil A. MeDonald, department of political science, Rutgers University 

Prof. Louise Overacker, department of political science, Wellesley College 

Prof. James K. Pollock, department of political science, University of Michigan 

Dr. Richard M. Scammon, Director of elections research, Governmental Affairs 
Institute, Washington, D. C. 

Prof. Rhoten A. Smith, department of political science, University of Kansas 


A copy of the questionnaire and the replies thereto follow: 


QUESTIONS FOR POLITICAL SCIENTISTS 


This questionnaire touches most aspects of Federal election laws for which 
revision has been seriously proposed. You may wish to be selective in determin- 
ing those topics on which to comment. 

1. What recommendations have you as to extending the Corrupt Practices Act 
to— 

(a) Congressional primaries; 
(b) Presidential nominating processes ; 
(c) Presidential election campaign. 

2. Should intrastate committees working in behalf of candidates for national 
office be required to file reports with the Secretary of the Senate and the Clerk 
of the House? ; 

If the answer is “Yes,” should such committees be required to file even though 
they are not confining their efforts to the election of one candidate, i. e., an 
organization in support of several candidates or a slate of candidates? 

If the answer is “No,” is it possible to obtain adequate information regarding 
campaign expenditures without such information? 

3. If local committees are to be included in coverage by the law, would you 
suggest any devices to eliminate reporting of financially insignificant activity? 

(a) Exemptions if consolidated statements are filed by a higher echelon 
committee ; 
(b) Flat exemption if committee handles less than some arbitrary amount; 


(c) Exemption if no contributor gives more than some arbitrary amount, 
e. g.. $100. 


(d) Other devices. 

4. What allocation formula appears most practicable to establish the pro- 
portion of funds spent for Federal candidates by committees supporting a slate 
including local offices? (S. 636, Hennings, sec. 209% hases ratio on TV-radio and 
advertising expenses spent on the Federal candidate; S. 3308, Johnson-Know- 
land, bases ratio on division of expenditures by total number of candidates on 
slate.) 

5. Some States (New Jersey, Florida, New Hampshire) (also England) re- 
quire a candidate to appoint a political or fiscal agent to handle finances. Would 
this effect a substantial improvement in Federal camprign practices? 

6. Is it desirable to require formal approval by a candidate before a committee 
may be active for him? 

(a) Do any qualifications occur to you? 

(6b) Should legally recognized political party committees be exempted 
from this requirement? 

(c) Should any distinction be made between congressional and _ presi- 
dential candidates? 

(d) It has been suggested (66 Harvard Law Review 1268) that candi- 
dates not be permitted to accept aid, such as sponsored rallies and TV-radio 
appearances, unless the arrangements committee submits to his control. 
Would this be desirable and practical? 

(e) Another suggestion has been that committees not controlled or 
authorized by the candidate be required to announce that fact in connection 
with all their activities. Would you comment on this? 
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7. Do independent committees for national candidates weaken or strengthen 
the national political party committee? 

8. Should ceilings on expenditures be abolished as to: 

(a) National committees? 
(6) Candidates? 

9. The law at present allows numerous exemptions in the limitation on spend- 
ing by candidates, such as travel, printing, postage, telephoning, etc. Should 
such exemptions be retained if limits are retained on election spending? 

10. If ceilings are to be retained, what recommendations have you for fixing 
the ceilings for the various campaign levels? 

11. Do you have any comments on the formulas for ceilings proposed in recent 
bills (S. 636, Hennings; S. 3808, Johnson-Knowland) which fix a basic ceiling 
which can be exceeded only where justified by a formula based on 10 to 20 cents 
per vote cast? 

12. What limits should be put on contributions by individuals? (S. 686, Hen- 
nings, proposes $10,000 overall limit; S. 3308, Johnson-Knowland, does not limit 
contributions by individuals.) 

13. Do you think it necessary to provide special prohibitions on evasion of 
limits on individuals by forbidding gifts in the name of relatives and others, or 
anonymous gifts? 

14. Several current proposals would require that any individual or group 
which contributes an overall total of $5,000 in any calendar year should file 
separate reports. Do you agree with such proposals? 

15. Should Government subsidies be extended to political parties either in the 
form of outright grants or in the form of subsidies for televisions and radio? 

16. Do you care to make any statement on these various suggestions for 
altering the present equal-time provisions of the Federal Communications Act: 

(a) Limiting application of the equal-time provision by imposing some 
minimum popular vote requirement (S. 3308). 

(b) Require television and radio licensees to award some free time. 

(c) Arbitrarily limiting each party and candidate to a maximum amount 
of TV-radio time. 

(d) Repeal equal-time statute and leave all arrangements to discretion 
of the broadcasting industry, operating in the public interest. 

17. Would you approve tax credit or deduction for political contributions? 
If so, what qualifications do you suggest? Have you given any thought to the 
problem of administering such tax concessions? 

18. Have you any views about allowing tax deductions to candidates for 
campaign expenses? 

19. Will you comment on the present system of reporting campaign contribu- 
tions and expenditures, as required by law. What revisions, if any, would you 
suggest? 

20. Some States require sufficient copies of campaign financial reports to 
furnish the opposing candidates or committees (Oregon, New Hampshire). 
Would you favor such a provision in Federal law? 

21. What are your views with respect to the following specific suggestions: 

(a) A proposal to require reports to be broken down into categories of 
receipts and expenditures (S. 686 and S. 3308). 

(6) A proposal to require a filing of reports in local United States district 
courts (S. 6386). 

22. Do political scientists make any use of reports filed with Congress? What 
reports are of particular interest? Are such reports deficient in any substantial 
aspect? 

23. How frequently should committee reports be filed for maximum useful- 
ness? 

24. In lieu of frequent reports would it be advisable to make political com- 
mittee financial records open to opposing political parties? 

25. Federal laws rely on criminal penalties and the constitutional power of 
each House to judge the qualifications of its Members. Various States provide 
additional penalties for violation of laws regulating campaigns. Do you believe 
the present Federal laws adequate or would you favor adding provisions, such 
as— 

(a) Forfeiture of office for violation of election laws? 

(b) Federal court actions to contest elections and grant judgments of 
disqualifications? 

(c) Civil liability for damages to opposing candidates for unlawful ex- 
penditures? 
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26. Corporations and labor unions are now forbidden to give or spend money 
in Federal elections (18 U. S. C. 610). Is it your experience that the spirit of this 
regulation is being observed? Have you any suggestions for changing, altering, 
or clarifying this law? 

27. Is false, scurrilous political literature and statements a serious problem 
in your estimation? Would you propose any Federal law dealing with this? 


UNIVERSITY OF MICHIGAN, 
DEPARTMENT OF POLITICAL ScIENCE, 
Ann Arbor, February 27, 1957. 
Senator Jonn L. McCLerian, 
United States Senate, Washington, D. C. 


My Dear Senator: I promised to send you a report of a serious discussion 
which I held here with several of my colleagues, competent in the field of money 
and elections, to study and reply to the questions which you submitted to us. 
I enclose, herewith, the results of our discussion with the hope that our views 
will be of some help. 

I might add that the four who were present, including myself, were Prof. 
John Lederle who served as consultant to the 1944 Senate committee and 
again as consultant to the Mansfield committee in 1950 in the House; Professor 
Eldersveld who has been dealing with these problems for many years and is 
our authority in the field of political parties at the present time; and my other 
colleague, Dr. John P. White, who, likewise, is conversant with this problem 
both by his own study and by teaching. 

You will notice that we have agreed upon a common statement of the basic 
points which need emphasis and then we have followed this with specific answers 
to your questions. 

If we can be of any further use to you, please call upon us. 

Cordially yours, 


JAMES K. POLLock. 


VIEWS OF FouR UNIVERSITY OF MICHIGAN POLITICAL SCIENTISTS 


INTRODUCTION 


After careful deliberation on the questions raised by your questionnaire, we 
feel that the most effective approach to this problem lies in emphasizing, above 
everything else, effective publicity of the funds used in election campaigns. We 
feel that if effective publicity could be achieved most of the other benefits now 
attempted, but not secured by present legislation, would follow. We believe 
that the recommendations which are outlined in the report of the so-called 
Mansfield committee in 1950 which recommended the creation of a central 
depository agency responsible to Congress, provides the most satisfactory means 
of giving effect to our ideas of thoroughgoing publicity. I do not mean to say 
that we are overlooking other aspects of this problem, but we feel that effective 
publicity should first be achieved, and if problems arise later they can then be 
provided for. 

II. We also feel that the present situation requires the fixing of responsibility 
for campaign expenditures. Any regulation which can channel contributions 
and expenditures into a smaller number of committees which can thereby be 
more effectively watched and regulated, will be to the good. Indiscriminate 
expenditure is clearly an evil, but we are not sure under our Federal system 
that an absolutely effective system, somewhat comparable to the British, can 
be achieved in this country. Several States have been moving in this direction 
in recent years and it seems clear that until we can achieve a situation where 
fewer committees are subject to regulation, our regulation will not be too 
effective. 

III. We also feel in the matter of public assistance in campaign expenditures, 
that if it is felt desirable to assist political parties in campaigns, that the 
original idea proposed by Theodore Roosevelt be followed: namely, that a 
specified sum be contributed to the end that effective regulation would follow. 
That is to say, the Federal Government could contribute a certain sum, say a 
million dollars to each one of the political parties, which would be paid over 
if and when those parties had scrupulously complied with all requirements of 
Federal law. This would recognize both the desirability of Federal aid to civic 
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education through political parties, and would also achieve the goal of assisting 
in the regulatory process. 

IV. We also emphasize the necessity of extending regulations to the entire 
nominating process as well as to the election process. This point requires little 
argument, and we content ourselves with merely stating our position. 

V. We also urge the repeal of those provisions of Federal law which restrict 
both corporations and trade unions in their contributions to election campaigns. 
We feel that it is wise and realistic to permit both corporations and trade unions 
as well as individuals to contribute without limit to political campaigns, as 
long as full publicity is provided. 

VI. We also feel that all limits on the size of campaign contributions and 
expenditures both for candidates and political parties should be eliminated. 

VII. We believe that a contribution to a political party is in the public interest 
and should, therefore, be deductible like any other similar contribution to 
charitable and eleemosynary institutions. 

VIII. The provision found in a good many State laws which requires the filing 
of adequate campaign expense accounts before the oath of office can be admin- 
istered, strikes us as being a good provision which could be incorporated with 
profit in the Federal law. 

IX. In the matter of State and Federal law, and the existing conflicts between 
them, we think it should be made clear that the Federal provisions regarding 
Federal candidates should prevail. And furthermore, that candidates should 
also be required to file a copy of their statements with the Federal district court 
of their district in addition to the statement filed with the Federal agency which 
we have recommended above. 

X. Now to reply specifically to your questions : 

1. Regulations should apply to the whole nominating process. 

2. Yes, in both cases. Note that we have recommended a different kind of 
filing agency in Washington. 

3. Any expenditures less than a hundred dollars seems most desirable. 

4. We have no opinion on this subject. 

5. We have answered this question above in a favorable way. One of our 
group doubts the efficacy of this device, 

6. This requires more thought than we have been able to give to the question. 

7. No opinion. 

8. Definitely, as we have indicated above. 

9. We think such exemptions are farcical and should be eliminated. 

10. We are opposed to any ceilings. 

11. We are opposed to all ceilings. They may become obsolete in 5 or 10 years. 

12. We do not believe in any limits on the size of individual contributions. 

13. This does not apply to our answers. 

14. We think there should be complete publicity of all contributions over a 
hundred dollars. 

15. We have answered this by saying “Yes” that there should be some Federal 
grant-in-aid of conduct of political campaigns with a view not merely to assist- 
ing in these campaigns, but to securing effective enforcement of the other pro- 
visions of the law. 

16. (@) The British provision in this regard strikes us as being a very reason- 
able regulation. 

(b) We think that some contribution should be made by the radio and tele- 
vision companies for their use of the airways. 

(ec) We do not believe in such arbitrary regulations of radio or television 
time. 

(d) We think present regulations and recommended changes are best. 

17. Yes, we do favor tax deductibility for campaign contributions. As to the 
exact method we are not prepared to recommend specific details. 

18. This seems reasonable to us. 

19. We feel that the present systein is totally inadequate and have suggested 
a specific means for its improvement in one of our first points. 

20. No. As long as we have accounts filed with a public authority this is suf- 
ficient, and as long as they are accessible. 

21. (a) We have already recommended the setting up of an adequate Federal 
bureau which will prescribe the form of accounting. 

(b) We have already approved this idea. 

22. Political scientists and newspapermen do make considerable use of existing 
reports, and we are anxious that such reports be utilized much more widely. It 
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is clear from what we have said above that we believe present reports to be 
totally inadequate. 

23. This system should be as simple as possible, but we feel that there should 
be one, at least one, report filed prior to the election. 

24. No. As long as there are adequate public reporting provisions this seems 
unnecessary. 

25. (a) Yes. 

(b) Yes. 

(c) We are doubtful. 

26. We have indicated above that we favor the elimination of all these re- 
strictions. Present provisions are not being observed. 

27. We recognize this is a problem, but we think it can be handled more ef- 
fectively at the local level. 


WELLESLEY COLLEGE, 
DEPARTMENT OF POLITICAL SCIENCE, 
Wellesley, Mass., February 3, 1957. 
Senator JoHN L. MCCLELLAN, 
Chairman, Special Committee to Investigate Political Activities, Lobbying, 
and Campaign Contributions, Washington, D. C. 


DrEAR SENATOR MCCLELLAN: The subject of campaign finance is one in which 
I am deeply interested and to which I have given some thought over the years 
and I am glad to have an opportunity to bring my ideas before the committee 
as suggested in your letter of January 29. 

I should like to supplement my answers to the enclosed questionnaire by 
setting forth my general approach to this whole question. I might preface my 
remarks by saying that I am in general agreement with the position taken by 
Prof. Alexander Heard of the University of North Carolina. 

Over the years, I have consistently argued that the basic problem in campaign 
finance is not that some candidates or parties have too much, but that some 
have too little, and that publicity is a sounder approach than prohibitions. The 
existing ceilings on individual contributions and committee expenditures should 
be repealed and no ceilings, however “realistic” should be substituted. Of the 
utmost importance is effective publicity and enforcement of the regulations 
adopted. Effective publicity calls for an agency adequately staffed to scrutinize 
the reports filed ; enforcement calls for a unit “insulated from partisan pressures,” 
as Professor Heard has expressed it. 

If campaign expenditures are an essential part of the democratic process, as 
I believe them to be, then it is logical that they become a public responsibility. 
There are valid objections, it seems to me, to financing campaigns from the Public 
Treasury. But various forms of government assistance, Federal and States, are 
feasible and desirable. I suggest that we experiment with the following: 

1. Make political contributions a deductible expense on income-tax 
returns ; 

2 Permit candidates to deduct a limited amount of campaign expendi- 
tures as business expenses on income-tax returns; 

3. Include in radio and TV licenses the requirement that a certain amount 
of free time be put at the disposal of party committees; 

4. Extend a limited franking privilege to nonincumbent candidates for 
Congress, and possibly party national committees as well; 

5. Permit individual taxpayers to subtract up to $5 each from their 
Federal income-tax payments if they have made a like contribution to the 
political parties of their choice. Details of this plan, including an ingenious 
device for administering it, were set forth by three University of Chicago 
professors in a letter to the New York Times dated February 20, 1956. It 
is a plan which I heartily endorse. 

The task of your committee is an extremely complex one. Perhaps the greatest 
contribution it could make would be to take a courageous stand in favor of ¢ 
more positive approach to the problem of campaign finance. 

Sincerely yours, 

Miss Lourse OvERACKER, 
Professor of Political Science. 
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RESPONSE OF Miss LouISe OVERACKER, PROFESSOR OF POLITICAL ScIENCE, 
WELLESLEY COLLEGE, WELLESLEY, Mass. 

1 (a) Yes. 

(b) No. 

(c) Yes. 

2. Yes. 

3. [Blank.] 

4. [Blank.] 

5. It might help. It should be possible for a candidate to designate a party 
committee as his agent. 

6. Yes. 

(a) Written consent of candidate filed with officer responsible for administer- 
ing elections in the area. 

(b) No. 

(c) No. 

(d) No. 

(e) Unwise. 

7. [Blank.] 

8. (a) Yes. 

(b) Yes. 

9. No. 

10. [Blank.] 

11. [Blank.] 

12. None; see letter. 

13. [Blank.] 

14. No. 

15. Yes; see letter. 

16. (a) [Blank.] 

(b) Yes. 

(ce) No. 

(d) No. 

17. Yes; see letter. 

18. Yes. Candidates should be allowed to deduct a limited amount of cam- 
paign expenditures as business expenses. 

19. Give the reporting agency adequate staff so that it can scrutinize reports. 
Simpler, uniform accounting procedures would help. 

20. Probably not. 

21. (a) Statutory requirements would be unwise. Keep reports simple. 

(b) [Blank.] 

22. Yes, especially the reports of national committees. Reports of congres- 


sional candidates would be used more extensively if they included all ex- 
penditures. 

23. Once every 3 months. 

24. [Blank.] 

25. The problem is not one of additional penalties; what is needed is en- 
forcement. 

(a), (b), (ec) [Blank.] 

26. The spirit of these provisions is not being observed. I would repeal the 
prohibitions. Possibly labor unions should be required to poll their membership 
before using funds for political purposes. 

27. [Blank.] 


HARVARD UNIVERSITY, 
FACULTY OF ARTS AND SCIENCES, 
DEPARTMENT OF GOVERNMENT, 


Cambridge, Mass., February 27, 1957. 
Senator JOHN L. MCCLELLAN, 


Chairman, Special Committee To Investigate Political 
Activities, Lobbying, and Campaign Contributions, 
Washington, D.C. 

Deak SENATOR McCLeLLaAN: At last I have had a chance to read over the 
Questions for Political Scientists transmitted with your letter of January 29, 
1957. I fear the questions are more formidable than I had realized. 

It is difficult, moreover, to respond to a long series of specific questions that 
grow out of proposals to amend existing statutes. The answer to one question 
may be feasible and desirable only if certain interrelated answers to some of 
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the other questions are accepted. We are dealing with the whole electoral sys- 
tem, and to regulate it effectively requires some agreement on the broad goals 
of regulation and on the grand strategy for seeking those goals. Pinpoint sug- 
gestions for statutory amendment are meaningless in the absence of an under- 
standing of the purpose they are intended to serve. 

I have tried to set forth in a pamphlet published last year something of my 
attitude on these matters. I enclose a copy, though the staff may have seen it 
already. It contains my feelings about a number of the questions posed. The 
questions of interest to you that it does not touch on are often technical in 
character and would require a great amount of time to answer adequately—such 
as question 19 on the present system of reporting contributions and expenditures. 
There is not much way to respond to this question in a manner that would be 
really helpful to your staff except to draft a set of reporting forms with full 
instructions for their use. I wish I had the time to do this. 

For what help they may be, however, here are some short responses to the 
questions. Please forgive my failure to be more complete. I offer what I do say 
with full sympathy for the tasks you face. 

1. I would seek to regulate the nominating process (and the presidential 
election). 

2. Intrastate committees working in behalf of candidates for Federal office 
should be required to file reports with Federal authorities, regardless of whether 
they support more than one candidate. 

3. I would exempt committees that do not receive nor spend $1,000 or more 
during a calendar year. No duplicate reporting ought to be required. This 
provision, like many others, ought to be subject to change after trial. 

4. No allocation formula is, in my opinion, practicable. 

5. Desirability of requiring designation of an agent depends on several factors. 
One of these is, for example, whether one is trying to enforce a ceiling on the 
amount of money spent on behalf of a candidate. There is the question, too, as 
another example, of whether it is necessary to have authorized committees (one 
or more) so that contributions to them may be favored with tax concessions. 

6. Within constitutional limitations, I think it is generally desirable for candi- 
dates to approve committees supporting them, but the answer to No. 5 applies 
here, too. 

7. It seems to me that the effect of independent campaign committees is 
usually to weaken the regular party committees, if one is referring purely to 
organizational structure and cohesion. On the other hand, special campaign 
agencies to appeal to special constituencies are age old, and by increasing the 
electoral and financial support of the candidate and party they often improve 
the political position of the regular party organization and thus strengthen it 
by strengthening the party as a whole. 

8. I feel all ceilings on total expenditures should be abolished. (I do not 
refer here to limitations on use of radio and television time.) 

9%. The special exemptions should not, in any event, be retained ; there certainly 
heing no rationale for distinguishing between the present ones and other types 
of campaign expenditures. 

10. If ceilings are to be retained, they should be made so high as to be above 
normal spending requirements. (One of the disadvantages of retaining them lies 
here, because those visible maximums might tend to become minimums to which 
contestants aspire.) 

11. No other comments on ceiling formulas. 

12. What the ceiling on total contributions by an individual should be depends 
on whether alternative sources of campaign funds are available. If no other 
changes were made in existing statutes, I would put the ceiling at $5,000 or 
$10,000, probably the latter. (Should this apply to candidates, too, in contribut- 
ing to their own campaigns? It is hard to justify either way.) 

13. It is highly desirable to spell out in law a specific prohibition against con- 
tributing through dummies, all parties to the process being held responsible. 
Any prohibition against anonymous gifts must apply to recipients as well. 

14. Whether reports from individual contributors should be required depends 
on whether a ceiling on the total contributions of an individual is imposed. 
With a latter limitation of $5,000 or $10,000, I would probably not require a 
report. Otherwise, yes. 

15. I favor every form of feasible State and Federal Government subsidy— 
direct and indirect—that can be administered with safeguards for the public 
purse, and that does not produce an unwanted revolution in our political party 
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organization. Whoever controlled the public funds after they got into the 
political party would have a bit of leverage. 

16. As for radio and television time, 1 would accept the disadvantages and 
apportion guaranteed time in accordance with ballot strength, or other evidence 
of importance, the minimum necessary for equal time being low enough always to 
embrace both major parties. I would also set a maximum time allowable (this 
is difficult to do, given all of the interconnected campaigning that goes on) and 
make it available at low or no cost; the Federal Government providing the 
subsidy. 

17. I would approve both tax credits and deductions. The staff of the Senate 
Subconunittee on Privileges and Elections gave great thought during the fall of 
1956, and in early 1957, to the problems of administering such concessions. 

18. Tax deductions to candidates (and other party officers) should, in my 
view, be given for uncompensated campaign (and certain other political) 
expenses. See the Minnesota 1955 law. 

19. Reporting requirements should be made uniform for all Federal offices. 
They should be drawn with an eve to the processing they will be put through 
on receipt—for purposes of analysis and publicity. Bqually important, they 
should be drawn with an eve to the convenience of the poor devils who have 
to fill them out. The questionnaires used by the Gore subcommittee in 1956 
are better than any others I have seen, depending always on one’s purpose. 

20. I doubt that copies of campaign reports for the opponents are necessary 
if adequate procedures are set up for publicity, though I would like to see it 
possible for anybody to get a copy. (This is feasible, given the photostating 
machine. ) 

21. Obviously categories of receipts and expenditures are necessary if the 
reports are to be usable. Whether reports ought to be filed in local United 
States district courts depends on other arrangements for making them available. 
Without knowing any more about it, I'd say “Yes.” But what reports? 

22. A few political scientists have used the reports filed with the Congress. 
The interstate committee reports are most useful. The nature of the reports 
and the conditions under which they must be used discourage serious research. 

23. The timing of committee reports ought to depend on the nature of the 
reports. I suppose 4 to 6 times a year is a good rule of thumb. 

24. Political treasurers and accountants have enough troubles as it is. In 
the present climate I would keep the opposition at a safe distance. 

25. For adequate enforcement I do not believe much faith can be placed in 
the power of each House to judge the qualifications of its own Members. 

26. I have given testimony about corporate giving before the Senate subcom- 
mittee. The spirit of title 18, United States Code section 610 is violated fre- 
quently, but the section still has profound effects. I would go the long way 
around in approaching this problem—by encouraging the availability of alterna- 
tive sources of funds through tax credits and other forms of subsidies. 

27. In occasional campaigns false, scurrilous political literature is important 
and no doubt occasionally decisive. In most campaigns, no. I am not prepared 
to comment on proposed Federal legislation. 

With best regards, 

Sincerely yours, 
ALEXANDER HEARD, 
Professor of Political Science, University of North Carolina, 
Visiting Research Professor, Harvard University. 


SALEM, OREG., February 12, 1957. 
Hon. Jonw L. McCLeLian, ; 
Chairman, Special Committee To Investigate Political 
Activities, Lobbying, and Campaign Contributions, 
United States Senate, Washington, D. C. 

Dear SENATOR McCLELLAN: AS you are aware, the Oregon Legislative Assem- 
bly in 1955 appointed an interim committee to review Oregon’s entire election 
code, with special emphasis on the regulation of campaign finance. I am for- 
warding a copy of the findings and recommendations of that interim committee 
as they were reported to the 1957 legislative assembly. 

The list of Questions for Political Scientists which accompanied your letter 
of January 29, constitute a comprehensive list of the key issues involved in any 
thoroughgoing review of this subject. I know you will understand if I refrain 
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from answering those questions on which I have not as yet formulated a clearly 
defined opinion. 

I enclose, as a separate statement, my answers to the questions posed. May 
I take this opportunity to wish you and the members of the committee 
success in the question of answers to the very difficult questions which confront 
the committee. , 

Sincerely yours, 
Mark O. HatFIELp, 
Secretary of State. 


STATEMENT OF MarK O. HATFIELD, SECRETARY OF STATE FOR OREGON 


The following comments are numbered to conform with the numbering of a 
series of Questions for Political Scientists, proposed by the Special Committee. 

1. If Federal requirements relating to campaign finance are applicable to the 
congressional elections, it would seem equally important that they be applied to 
congressional primary elections and the Presidential nominating processes and 
election campaigns. My chief suggestion would be that the Federal laws should 
be so phrased as to permit maximum coordination with State regulations of 
campaign finance. 

2. If the reporting of expenditures on behalf of candidates for national office 
is to have any meaning at all, it must include the reports of purely intrastate 
committees. The fact that an organization is supporting several candidates 
instead of one would not appear to be a proper basis for exemption from a 
reporting requirement. 

3-6. These four questions deal with related subjects that can be dealt with 
most properly with the following observations: The requirement that a candi- 
date appoint a single political or fiscal agent to handle the financial aspects of a 
campaign serves several useful purposes. The chief value is that of permitting 
consolidated reporting of expenditures by or on behalf of a candidate. The 
requirement should be coupled with a requirement that all who receive or expend 
money on behalf of a candidate report such receipts and expenditures to the 
designated fiscal agent. To require prior approval by a candidate of action to 
be taken on his behalf would be subject to constitutional challenge. However, 
a requirement that such activity reported to the fiscal agent would not be subject 
to the same challenge. Likewise, the appointment of such a fiscal agent would 
make it unnecessary to exempt “financially insignificant activity.” 

7. It is my impression that independent committees for political candidates 
inevitably weaken the political effectiveness of party committees. I do not 
believe, however, that this is a matter to be regulated by law. Rather, it 
would appear to be a matter to be dealt with in terms of the realities of political 
campaigns. If the parties can demonstrate adequate effectiveness, the need 
for independent committees would tend to decline. 

8. It was the feeling of the Oregon Legislative Interim Committee that ceilings 
on expenditures in political campaigns are difficult, if not impossible, to enforce. 
Accordingly, the Oregon Interim Committee has relied primarily on strengthening 
the publicity requirements, anticipating that the most effective ceiling will be 
that imposed by public opinion. 

9-12. The problem of exemptions and decisions about precise ceilings on 
receipts and expenditures on political campaigns are extremely difficult to 
dispose of in terms which are applicable on a national scale. They are further 
complicated when effort is made to devise an effective enforcement procedure. 

13. The Oregon Interim Committee did not feel that it was necessary to 
prohibit evasion of limits on individual contributions, since it saw no need to 
establish such limits. However, in order to assure enforcement of the publicity 
requirement, receipt of anonymous contributions should be forbidden. Accord- 
ingly, it was recommended that receipt of such contributions be made unlawful 
and that any contributions so received be immediately deposited with the State 
treasurer and forfeited to the State. 

14. If the reporting requirements imposed upon candidates’ fiscal agents are 
adequate, the requirement of separate reports of individual or group contributions 
appears entirely unnecessary. 

15. While Government subsidies for political campaign costs are theoretically 
appealing, the difficulties in setting amounts and providing adequate allocations 
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for emerging minor parties, appear to combine to render such proposals entirely 
inworkable. 

16. No comment. 

17. Generally speaking, contributions to support or oppose the nomination 
or election of political candidates should be viewed as legally equivalent to eon- 
tributions for other civic purposes. While it is true that many political con- 
tributions are selfishly motivated, the vast majority are the result of sincere 
civic interest. Since other civic contributions are made tax deductible (as a 
mark of social approval) it is my belief that more people would be encouraged 
to participate financially in our political campaigns were political contributions 
treated similarly. The present tenor of public opinion is reflected in the very 
phrase “corrupt practices.” With an adequate system of reporting of con- 
tributions, legal provisions for deduction of political contributions would be 
no more difficult to administer than provisions relating to deductions of other 
socially approved contributions. 

18. It would appear that public policy would be best served by not allowing 
candidates any special treatment with respect to campaign expenses, so far as 
our tax system is concerned. 

19. No comment. 

20. Campaign financial reports are and should be public documents. While 
Oregon law does not require that copies of these reports be furnished to opposing 
candidates or committees, the financial records of campaigners and campaign 
organizations should be subject to reciprocal inspection under proper safe- 
guards. This would appear to be as applicable to Federal as to State offices. 

21. Any requirement of reporting of campaign receipts and expenditures 
should provide for the preparation of summaries which will permit a ready 
analysis. Certainly the records should be made as easily available to the 
interested parties as possible. 

22. While political scientists may make use of reports of campaign finance 
filed with Congress, the nature of these reports should be prescribed by the 
publie interest rather than the needs of those doing research. Others who have 
had occasion to deal directly with the reports filed can undoubtedly suggest 
ways of making the information more accessible to scholars. 

23. Committee reports should be filed at least twice every 2 years, once 10 
to 15 days prior to each election and the other time 30 to 60 days after the 
election. 

24. In conjunction with such reporting, it should be required that political 
committee financial records constitute public documents available, under appro- 
priate safeguards, to all interested persons or groups. 

25. Where there has been willful, deliberate, and material violation of election 
laws it seems entirely appropriate to provide forfeiture of office as a possible 
penalty. It is my impression that present penalties in Federal law are adequate. 

26. It seems obvious that labor unions and business corporations have a vital 
interest in the outcome of our Federal elections and have taken steps, within 
the law, to make their influence felt. While the spirit of existing law is being 
violated, I must confess that I see no viable alternative that would meet the 
exigencies of practical politics. 

27. Scurrilous political literature has not been a major problem in Oregon. 
The law of libel and the probability of popular resentment appear to be adequate 
safeguards against successful employment of this stratagem in political warfare. 


RESPONSE OF Pror. CLARENCE A. BERDAHL, DEPARTMENT OF POLITICAL SCIENCE, 
UNIVERSITY OF ILLINOIS, CHICAGO, ILL. 


1. (a) Should be so extended. 

(0) Should be so extended. 

(c) Should be so extended. 

2. Yes; if possible or in all cases in which possible. I assume there is some 
doubt that this can be required in respect to presidential candidates, but may 
be done in respect to congressional candidates. 

Committees should be required to file even though they are not confining 
their efforts to the election of one candidate, i. e., an organization in support 
of several candidates or a slate of candidates. 


$4131—57———43 
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3. (a) Yes; provided the consolidated statements are broken down to show 
local amounts in the aggregate. 

(b) No. : 

(c) It seems to me that even small sums should be reported, but sums less 
than $100 might be reported only in the aggregate. 

4. I suggest the Hennings. formula. 

5. This British practice is generally considered as an important reason for the 
excellent results—it should be required. 

6. Yes. : 

(a) No. 

(b) Statutory provision might make clear that the national committee is auto- 
ae the responsible agent of the presidential candidate. 

(Cc) No. 

(d) Desirable, but could be arranged through regularly recognized agents or 
committees. 

(e) I consider this a good suggestion—it would do away with irresponsible 
activities, including money-raising activities. 

7. They probably tend to weaken the regularly established committees. I 
doubt that they should be prohibited, but centralized responsibility for funds 
would discourage them. 

8. (a) and (b) It is very difficult to suggest realistic ceilings, but probably 
some limit should be set to allow unlimited expenditures, even with responsible 
accounting would probably arouse suspicion. 

9. Yes; but with accounting. 

10. At least $12 million to $15 million for presidential eampaigns, $25,000 for 
Senate, $10,000 for House. 

11. This flexible formula is sensible. 

12. I would suggest large grants from the Public Treasury, and limitation 
of individual contributions to $100 to $500, or not more than $1,000. Small 
sums from larger numbers of individuals are definitely to be encouraged. © 

13. Yes; to allow this simply means evasion or emasculation of the intent of 
limitations. 

14. No views on this; it seems unnecessary if there is responsible accounting 
by political committees. 

15. Yes, both; something must at least be done about TV cost and distribution 
of TV time. 

16. (a) Yes; it seems unnecessary to provide tiny fly-by-night groups equal 
privileges—the minimum-vote requirement might be 5 percent. 

(b) Yes. 

(c) This might be acceptable. 

(d) No. 

17. The Johnson-Knowland proposal seems very good. 

18. No clear views, but probably reasonable. 

19. [Blank.] 

20. Better to make them available to general public, including all candidates 
and committees. 

21. (@) Definitely yes. 

(b) Yes. 

22. Many do use these reports, including myself. I use mostly those on presi- 
dential campaigns, but also the congressional. We need the latter for all dis- 
tricts. At present these congressional reports are spotty. 

23. [Blank.] 

24. 1 have not given any thought to this—better to require them to be public. 

25. Present penalties grossly inadequate. 

(a) This would be good. 

(b) [Blank.] 

(c) [Blank.] 

26. I do not feel that corporations and labor unions should be treated alike in 
this respect, but in any case the regulations should be tightened to prevent these 
groups from contributing through their oflicers or members. 

27. This is a very serious problem, notably as in the Butler-Tydings campaign 
in Maryland. It seems to me that scurrilous statements, especially false— 
seurrilous being probably more difficult to define and apply. 
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UNIVERSITY OF FLORIDA, 
COLLEGE OF ARTS AND SCIENCES, 
DEPARTMENT OF POLITICAL SCIENCE, 
Gainesville, February 27, 1957. 
Senator JoHN L. McCLe.Lan, 
Chairman, Special Committec To Investigate Political Activities, Lobbying, 
and Campaign Contributions, 
United States Senate, Washington, D. C. 


My Dear SenaTor MCCLELLAN: In regard to the questionnaire accompanying 
your letter of January 29, 1957, I am answering those questions concerning which 
I have information that might justify an opinion. In some instances I am 
omitting the question, in which case I am so indicating. 

1. I would suggest extending the Corrupt Practices Act to include congres- 
sional and presidential primaries. Concerning the presidential primaries, my 
point of view is developed in the enclosed article. 

2. It does seem to me that to get complete fiscal reports, intrastate committees 
working in behalf of candidates for national office should be required to file 
reports with the Secretary of the Senate and the Clerk of the House. If sup- 
porting a number of national candidates, the committee should also be expected 
to file just as in the case of it supporting one candidate. 

3. As to machinery to cover such local committees, I would suggest consoli- 
dated reports on the highest level of the committee. Exemption might be made 
of contributions of less than $25. Such committee should be required to establish 
a responsible financial agent or treasurer and register this official. If operating 
in more than one county, subtreasurers should be designated. Either the central 
treasurer or the subtreasurer should report direct. 

4. No answer. 

5. Certainly the requirement of a responsible fiscal agent, namely, the desig- 
nation for a statewide or district treasurer for a campaign with subtreasurers 
for counties or cities, has proved effective in Florida. I believe we get a much 
clearer’ picture now of financial contributions. I believe this practice could 
readily be extended to campaigns for candidates for national office. 

6. It seems impractical to me, and probably unconstitutional, to require the 
candidate’s approval before a committee may work for him. Suggestion (¢) 
could prove practical, and I would also suggest that such a committee be required 
to file expenses and have a responsible treasurer. 

7. In some instances independent committees may weaken the national party 
organization or committee; however, following the reasoning in my answer to 6 
above, I do not see that anything can be done about it. 

8. In view of the fact that independent committees can be created, I question 
the effectiveness of ceilings on expenditures, whether applied to national com- 
mittees or to candidates. 

9. While I regard ceilings on expenditures as futile, the exemptions indicated 
should be retained if the ceilings are kept. 

10. Not in favor of ceilings. 

11. Same as above. 

12. I would have no ceilings on contributions by individuals. 

13. As there would be no ceilings, there should be prohibitions against anony- 
mous gifts and the responsible treasurer required to report individual contribu- 
tions of $25 and above. 

14. If the responsible treasurer system is adopted and enforced, I see no need 
for individual reports. 

15. Government subsidies might be considered for television or radio but I 
would put this on a different basis of requiring television and radio licensees to 
award some free time. 

16. (a) Equal time provisions scaled to minimum popular vote, or in propor- 
tion to popular vote would be desirable but with equal time for two major parties. 

(b) It seems to me that in proportion to previous election vote, television and 
radio licensees should be required to award free time both for a minimum of 
Speeches and spot announcements. Two major parties should, however, have 
equal time. 

(c) In addition to the minimum, added time could be purchased. 

(d@) Certainly this question of allocation of time should not be left to the 
broadcasting industry. 

17. No comment. 
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18. It does seem to me that candidates could readily be allowed tax deduction 
for campaign expenditures out of their own pocket. 

19. Reporting of campaign expenditures should be through the responsible 
campaign treasurer and the law revised to required such reports. 

20. If campaign financial reports are public record, it seems to me opposing 
candidates could get them from the public file. 

21. Proposal to file a balance sheet of receipts and expenditures seems good. 
Such reports, except for the national committee, could readily be filed with the 
district courts with the clerks. 

22. Political scientists do make studies of the reports. The principal prob- 
lem is their completeness. The responsible treasurer system would greatly im- 
prove matters. 

23. Fiscal reports should be filed quarterly in noncampaign years; monthly 
in campaign years until the last 90 days before election; weekly during the 90- 
day period ; with a final report 2 weeks after election. 

24. It seems impractical to me to specify a system of record keeping which 
would be intelligible and useful to opposing political parties. 

25. In addition to Federal criminal penalties, it does not seem to me that the 
constitutional power of each House to judge the qualifications of its own Mem- 
bers can be superseded by the courts. A statute might be enacted outlining the 
basis of forfeiture of office for nonreporting of campaign expenditures and con- 
tributions. But each House would then have to be the judge of the dis- 
qualification. 

26. Rather clearly the prohibition against corporations giving money is being 
violated. There are some violations by labor unions. However, to repeal the 
prohibition would, in my judgment, open up even larger donations because of 
the possibility of avoiding the loss because of taxes paid on income by in- 
dividuals. My thinking is that if a corporation gives a bonus to an executive, 
who in turn gives a donation to a political party, he has to pay income tax on 
the bonus and now there is thus some limit on the practical amount of how much 
can be given. 

One suggestion for clarifying the law would be to prohibit counting as business 
or income losses loans made to political parties who cannot repay. 

27. It seems to me that penalties might be placed upon the producer, dis- 
tributor, and printer of false political literature and composite photographs. 
I should recommend such Federal legislation. I would also require that all 
campaign materials be signed and the name of some responsible organization 
and treasurer be printed on it. 

Sincerely yours, 
MANNING J. DAUER, 
Professor of Political Science. 


THE UNIVERSITY OF KANSAS, 
DEPARTMENT OF POLITICAL SCIENCE, 
Lawrence, February 12, 1957. 
Hon. Joun L. McCLeLLAn, 

United States Senator from Arkansis, Chairman, Special Committee to 
Investigate Political Activities, Lobbying, and Campaign Contributions, 
Washington, D. C. 

Dear Senator McCLetLan: This is in reply to your letter of January 29 re- 
questing my reaction to your series of questions on campaign expenditures. 

I have prepared a brief commentary on each of these questions, and a copy 
is enclosed herewith. I hope very much that my observations will be of some 
use to you and your committee in this most important matter. 

If I can be of further help at any time, please feel free to call on me. 

Sincerely yours, 


RHOTEN A. SMITH. 


COMMENTS ON QUESTIONS FOR POLITICAL SCIENTISTS, BY RHOTEN A. SMITH, 
ASSISTANT PROFESSOR, POLITICAL SCIENCE, UNIVERSITY OF KANSAS 


1. There are two problems which occur to me in regard to the extension of the 
Corrupt Practices Act to congressional primaries, presidential nominating 
processes, and the presidential election campaign. First, there is the problem 
of setting realistic limits on expenditures and contributions and, second, the 
problem of reporting, difficult enough in the case of congressional elections, would 
be made even more imposing. 
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At the same time, these problems relate more to the present form of the Corrupt 
Practices Act than to the extension of its coverage. Furthermore, there is 
obviously much to be said for the extension of the act to cover these phases of the 
electoral process, assuming the rationale of the act to be valid. Therefore, if 
a workable and realistic Corrupt Practices Act could be devised, I should favor 
its extension to cover each of these types of campaign. 

2. I would be inclined to agree that intrastate committees working for can- 
didates for national office should be required to file reports of campaign expendi- 
tures with the Secretary of the Senate and the Clerk of the House; otherwise 
any information regarding campaign expenditures will be woefully inadequate 
and real control will be impossible. Even though such local committees are work- 
ing simultaneously for local candidates, I see no reason why a fair approximation 
of the amounts spent for the national candidates might not be deduced and 
reported. 

3. I think I would prefer exemptions from this requirement only if consoli- 
dated statements are filed by a higher echelon committee. I realize that many 
local committees do not now keep the kind of records making this feasible. At 
the same time I see no serious reason why such records could not be kept, and 
a requirement of this sort might well have a salutary effect upon the keeping of 
party financial records in general. 

4. Neither S. 636 nor S. 3308 would necessarily give an accurate picture of 
the actual amounts spent, although the Hennings formula I should think would 
be much nearer to the truth. 

5. I am under the impression that the Florida law has worked very well in 
all its aspects. One of its most successful features, as I understand it, is the 
provision for a campaign treasurer. It seems very clear to me that provision for 
such an officer, bearing legal responsibility for accurate and complete reporting 
on contributions and campaign expenses, would go a very long way toward 
jinaking for more responsible campaign finance. 

6. I should think a requirement of formal approval by a candidate before a 
committee may be active for him would be good, assuming that it could be made 
in such a way so as not to violate the first amendment to the Constitution. 
I see no reason for legally recognized party committees to be included as subject 
to such a requirement, but all others should. 

7. Independent committees probably often tend to weaken the national party 
committee by engaging in duplicative or even contradictory activities. On the 
other hand, I see no serious problem and I am not sure how independent com- 
mittees could be banned or restricted in their activities. 

8. I am strongly of the opinion that ceilings on campaign expenditures should 
be abolished. In the first place, a flat figure or a percentage of the annual salary 
as a ceiling fails to take into account the differences in cost of campaigning 
between States. A ceiling on expense per vote is difficult to administer and also 
may be unrealistic in States where campaign costs are necessarily high. Any 
method of determination of ceiling is apt to become unrealistic through unfore- 
seen rises in the cost of campaigning or even rises in the general cost of living. 
Ceilings should only be fixed where they can be absolutely enforced, and this 
in my judgment is impossible. I believe, however, that if an accurate reporting 
system for both contributions and expenses could be established, and the reports 
publicized, the voters themselves would tend to “regulate” those who expended 
“too much” money or received it from the “wrong” sources. 

9. [Blank.] 

10. [Blank.] 

11. See my comment above on question 8. 

12. I dovbt whether contributions by individuals can be limited, practically 
speaking. Would not full publicity tend to limit the largest contributions better 
than legal restrictions? 

13. [Blank.] 

14. [Blank.] 

15. I am not in favor of governmental subsidies to political parties. Although 
the parties serve indispensable functions in our system of government, they do 
so precisely because they are voluntary associations, financed and sustained 
by their friends. 

16. (a) This provision might tend to destroy the minor parties—any one of 
which ought to have equal opportunity to become a major party, if it can. 

(6) This might be feasible. If equal time were given to each party, however, 
minor parties would have an amount disproportionate to their strength. 

(c) This does not seem workable to me. Would such a provision violate 
the first amendment? 
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(ad) No. The equal-time statute should be retained. In general, I feel it 
has worked well. 

17. I would strongly approve tax deductions or even tax credits for political 
contributions. This would have the effect, first, of making all parties and 
candidates less dependent oh the large giver. It would create public interest 
in campaigns and elections. It would strengthen the parties, financially and 
otherwise. It would be a public recognition of the importance of political 
activity—not sufficiently recognized by many people. It would help to take 
the curse off political giving and political activity, by increasing the number 
of people who contribute to and work for parties for reasons other than favor 
seeking. I would not give a credit above $10 to $25, or a deduction for 
contributions in excess of $100. 

18. Personal out-of-pocket expenses incurred in running for office should by 
all means be tax deductible. It would be a great boon in increasing political 
activity by people who now cannot afford it. Much that I said under question 
17 applies with equal force here. 

19. My answer to this question should be clear from my answers to previous 
questions. 

20. I would favor publicizing campaign financial reports as widely as possible. 

21. (a) I not only believe the reports should be broken down into receipts 
and expenditures—which should balance at the end of the campaign—TI think 
receipts, together with the names of donors, and expenditures by major purpose 
should be made public at periodic intervals (weekly?) before the election. This 
procedure, I believe, would tend to provide an “automatic” regulation of exces- 
sive reliance by candidates on large givers and acceptance of gifts from sources 
likely to be suspected by the voters. 

(b) Reports should be filed with a respected and impartial agency. If it 
would not unduly burden the district courts these would be logical agencies. 

22. Some use is made of the reports made to Congress. They are, however, 
of limited usefulness at present because of the great gaps in the information 
required. They do not tell us what the candidates really receive, where they 
get it, and what they spend it for, except in the rare case. 

23. Weekly or biweekly. See answer to question 21. 

24. This might be a second-best solution. However, I see no real reason why 
frequent detailed reports would be impossible. 

25. I would favor the most stringent of penalties for violation of laws regulat- 
ing campaigns, including forfeiture of office—provided that the laws are realistic 
and can reasonably be complied with. 

26. It is my experience that both corporations and labor unions contribute to 
political campaigns through individual members in violation of the spirit of the 
prohibition on such activity. I see no way to prevent this, and if none can be 
devised I would favor repeal of the prohibition. It is better for the voters to 
know the real extent of this kind of contribution than to have it operating to the 
extent it now does without anyone knowing the amounts of money involved. 

27. Sometimes this kind of campaigning becomes a problem. I do not think 
legislation prohibiting or penalizing false and scurrilous campaigning could 
be enforced. However, if every committee active on behalf of a candidate were 
required to be sanctioned by him, it would make it impossible for a candidate to 
reap any benefit from false and scurrilous attacks on his opponent while at the 
same time avoiding all responsibility therefor. Ultimately the voters must show 
the candidates that such methods do not succeed, and this they will do, I believe, 
if they can hold each candidate responsible for the conduct of his campaign. 


MICHIGAN STATE UNIVERSITY 
OF AGRICULTURE AND APPLIED SCIENCE, 
DEPARTMENT OF POLITICAL SCIENCE, 
East Lansing, March 7, 1957. 
Hon. Jonn L. McCieLian, 
Chairman, Special Senate Committee to Investigate Political Activities, 
Lobbying, and Campaign Contributions, Washington, D. C. 

Dear Senator McCiLetitan: Thank you for your invitation to comment on the 
problem of political activities, lobbying, and campaign contributions. I fear 
that many of my assumptions and propositions on this subject may seem im- 
practical to Congress since these ideas challenge some of the basic premises upon 
which our present legislation is formulated. I offer my observations in the hope 








CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 1283 


that perhaps someday these basic premises may be reexamined by the Congress. 

I believe that the art of nonviolent political warfare has been the essential 
contribution that our democratic institutions have made to the evolution of 
man’s capacity for self-management. Bullets by and large have been laid aside 
by those living in democratic societies. Organization, propaganda, and money 
have taken the place of bullets. Our mores and our laws nowhere acknowledge 
this happy substitution. Organization, propaganda, and money employed in 
democratic political warfare need to be accepted as legitimate in the first in- 
stance. Well-conceived legislation could perform a useful function in modifying 
our political mores on this subject. It would then be possible to approach the 
questions of excesses and sharp practices in the use of organization, propaganda, 
and money from a sounder and more rational basis. 

I further believe that one of the grand assumptions of our political system, 
namely, the ultimate capacity of the voter to judge competing leaders, different 
approaches to policy issues, and even the quality of procedures of democratic 
self-management, is too much debated and too little exploited as an instrument 
of aceountability. The debate rages around the issue of the voter's rationality 
or lack thereof, the voter’s expertise and “soundness” of judgment, the extent 
to which leaders really pay heed to the voter, and so on. Our grand assumption 
about the sovereign voter may have blemishes and much of the quality of 
“myth”, but we must recognize that it is an assumption that is operationally quite 
real. The political leader or public official who fails to take the voter into 
account risks his leadership and his office. The risk is real, although its degree 
may vary under different circumstances. 

If excesses and sharp practices in the use of organization, propaganda, and 
money are to be curbed, they can best be curbed by devices that would increase 
the political risks for the malpractitioner. This requires that we develop devices 
to improve the information upon which the voter bases his judgments and the 
speed with which these judgments could affect the political risks of the mal- 
practitioner. If the voter knows who is trying to influence him through the 
instruments of organization, propaganda, and money, and if he knows how in- 
tensely this influence is being exerted, he—the voter—is the only person cul- 
turally, ideologically, and practically competent to make the final political 
judgment about what is an excess, an immorality, or a breach of faith in the 
use of these instruments. 

As you will appreciate, these propositions would mean removing the aura of 
illegitimacy that our present legislation holds over lobbying and campaign 
spending. Dollar ceilings on campaign spending and contributions would be 
discarded since they are inducements to subterfuge. A host of old propositions 
would be set aside for new ones. 

The kinds of procedural devices that I suggest below are not offered as pana- 
ceas. They are simply suggestions that would need to be evaluated after trial- 
and-error and according to their contribution to the objectives I have set forth 
above. Among the devices I suggest for your consideration are the following: 

1. A bipartisan National Board of Elections to maintain continuous oversight 
of lobbying, campaign, and election activities throughout the country. Such a 
Board should be responsible to the Congress. It also should be organized as a 
kind of two-headed agency, with a cochairman representing each of the major 
parties and with separate partisan staffs. Such a structure would encourage 
the presentation of competing versions of the facts to the public. This Board 
would do regularly what congressional investigating committees have done only 
sporadically: Sift through the mass of data about organization, propaganda, and 
money in politics quickly enough to let the voter know about malpractices in 
time to influence the election; expose serious malpractices thoroughly enough 
to discourage circumvention of the standards set down in the law; collate the 
data systematically enough to enable Congress and the people to recognize sig- 
nificant trends in spending and campaign practice that may require action in 
the public interest. 

2. Tax exemption for political contributions, on a graduated basis, seems to 
me the only positive method for obtaining accurate information about the sources 
of political money. Most other methods offer no inducement to tell the truth 
nor punishments for failing to do so. Contributors and spenders stay within 
the letter of the present law by adopting various techniques of circumvention. 
The present law hardly restrains the flow of money. The tax-exemption idea 
is being experimented with in certain States and can be adjusted so as to prevent 
inequities. 
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3. Systems that fix reporting responsibility more carefully are needed at the 
national level. The Florida system suggests an approach in this direction. 
Furthermore, in order to avoid the development of a vast and expensive Federal] 
bureaucracy investigating campaign spending and practices, the Federal Goyv- 
ernment should adopt a system of subventions that would encourage the States 
to adopt standard reporting procedures. A subvention based on the total sums 
reported would encourage the States to be thorough in their data collection. 

My brief responses to the specific items of your questionnaire are attached. 
I hope you will find them useful. 

Respectfully yours, 
RatpH M. GoLpMAN, 
Visiting Assistant Professor. 


RESPONSES OF Dr. Ratpu M. GotpMAN, MICHIGAN StTaTE UNIVERSITY, TO 
McCLELLAN COMMITTEE QUESTIONN AIRE 


1. It seems inevitable that Federal legislation will eventually cover congres- 
sional primaries, presidential nominating processes, and presidential election 
campaigns more completely than it now does. Present coverage, however, is 
ineffective and extension based upon the same legislative assumptions would be 
no more effective. The premises noted in my letter would probably make for a 
sounder foundation from which extension could proceed. 

2. Yes, even when supporting several candidates. 

3. A sound and simple accounting system could cover even minor financial 
activity without great effort. 

4. S. 3308 seems more practical. But why not establish a separate category 
for combined, or slate, finances? 

5. A very substantial improvement, particularly if handled by the party na- 
tional committees. 

6. Formal approval is desirable. After all, a nominee formally accepts the 
nomination of his party and by implication its support in the campaign.: Why 
should he not be in a position to accept formally the support of others? Party 
committees should be exempt because of the procedures for formal acceptance of 
a party’s nomination. 

The Harvard Law Review proprosal regarding control of arrangements 
committees seems impractical because most candidates can hardly afford the staff 
needed to control such operations. : 

The suggestion in 6 (e€) would be desirable but would never be more than a 
perfunctory matter. 

7. Weaken the party committee, but may strengthen the candidate who does net 
have the wholehearted support of the party organization. 

8. Ceilings should be abolished. 

9. Most of these should be eliminated along with ceilings, but some might be 
retained as useful accounting categories. 

10. [Blank.] 

11. [Blank.] 

12. No limit. 

13. [Blank.] 

14. No. Consolidated reports by an appropriate fiscal agent would be just as 
useful, with less paperwork. 

15. The simplest and most direct form of subsidy would be a direct grant of 
funds to the party national committees. Congress might appropriate a lump 
sum—say $1 million every year—for “responsible party government” and divide 
this between the parties on the basis of the proportion of votes received, on the 
average, in the last three or four presidential elections. Such simplicity is not 
typical of our legislation in this field. Many legislators would probably want 
to know how the money is spent and would want-the law to specify how it should 
be spent. In such case, I would recommend that Congress pay the cost of 
conducting the national presidential nominating conventions and give each 
national committee an outright grant of $1 million for use in TV-radio activities. 
Congressional candidates should receive the privilege of free postal service for 
at least one mailing to all registered voters in their respective districts. 

16. [Blank.] 

17. Yes. See my letter above. 

18. Because a political campaign is a form of public education, the bona fide 
candidate for an office should be allowed some tax relief. If a system of fiscal 
agents is established together with a system of tax deductions for political 
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contributions, the candidate’s personal expenditures should perhaps be handled 
in the accounts of the fiscal agent as a regular contribution. 

19. See my letter. 

20. Yes. 

21. Proposal (a)—S. 636 and S. 3308—seems indispensable, but I can foresee 
the need for experimentation with categories. 

Proposal (6) would be taken care of through the Nationa! Board of Elections 
proposal in my letter. 

22. Political scientists working with the congressional)! files, to the best of my 
knowledge, usually find them either inaccessible or unmanageable. Reports are 
not permanently or conveniently kept. 

23. [Blank.] 

24. See my National Board of Elections proposal. 

25. [Blank.] 

26. The spirit of this law is not being observed. The regulation should be 
eliminated, but the question of “legitimate” contributions by corporations and 
unions should be examined further. That is, what constitutes “proper” authori- 
zation by stockholders or union members for these expenditures? 

27. Scurrilous political literature is self-defeating if exposed in time to the 
general public. A National Board of Elections could maintain standards in this 
area quite readily. 


UNIVERSITY OF WASHINGTON, 
DEPARTMENT OF POLITICAL SCIENCE, 
Seattle, February 8, 1957. 
Senator JoHn L. McCLeLLAN, 
Special Committee to Investigate Political Activities, 
Lobbying, and Campaign Contributions, 
United States Senate, Washington, D. C. 


DEAR SENATOR McCLELLAN: I appreciate the opportunity to review some of 
the questions posed by your committee. I am enclosing the questionnaire with 
some answers and annotations. There are a few questions on which I have 
not yet made up my mind. These I have not answered. 

I should like to take this opportunity to urge you as strongly as I can to 
try to get through the much needed revision of our corrupt practice laws during 
the present session. As you know we have investigated and investigated, and 
talked and talked about the problem. I think your committee now has enough 
data and insight to press for a law which will improve the situation somewhat. 

There is, of course, no fool proof law to take care of this subject. But at 
least we should experiment with revisions. 

Sincerely yours, 
Hue A. Bonk, Professor. 


RESPONSE OF Pror. Huen A. BONE, DEPARTMENT OF POLITICAL SCIENCE, 
UNIVERSITY OF WASHINGTON, SEATTLE, WASH. 


1. (a), (b), (c) Should be extended to all. 

2. Yes. Such committees should be required to file even though they are 
not confining their efforts to the election of one candidate, etc. 

3. As below. 

4. No opinion. 

5. Yes, I think some improvement. 

6. Yes. 

(a) Yes, the independent committees should be required to have approval. 

(b) No. 

(c) No. 

(d) Desirable but not practical. 

7. Weaken. 

8. (a), (b) No, but raised ; I like the principle of limitations. 

9. Yes. 

10. $5 million for national commitee. 

11. [Blank.] 

12. $10,000 overall limit. 

13. Yes. 

14. Yes. 

15. Yes. 
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16. (a) [Blank.] 

(6) I favor this. Put at least a floor. 

(c) [Blank.] 

(d) No. 

17. Yes—up to $150. Simply file receipt from party treasurer with one’s 
income tax report. 

18. Oppose this in principle. 

19. I think law on this is O. K. as is. 

20. [Blank.] 

21. (a), (b) I favor both of these. 

22. Do make much use of them. Deficient in itemization of expenditures. Back 
copies are destroyed or inaccessible. 

23. Quarterly as now. 

24. [Blank.] 

25. [Blank.] 

26. Not well observed but I don’t know how to remedy it. 

27. No, so long as it is not anonymous. 


SUBMITTED BY PROF. WILLIAM GOODMAN, DEPARTMENT OF POLITICAL SCIENCE, 
UNIVERSITY OF TENNESSEE 


1. (a) Would so recommend. 

(b) Yes, in principle, but have limitations without more specific knowledge of 
the effects. 

(c) Same as (b). 

2. No. 

3. Any one of the following could be acceptable: (a), (0), or (c). 

4. [Blank.] 

5. Yes, if ceilings are taken off or raised substantially from time to time. 

6. Assuming 5 (above) is not adopted, yes, if the result is not to embarrass 
candidates with excessively low ceilings. 

(a) |Blank.] 

(b) Yes. 

(c) No. 

(d) No. 

(e) I doubt the genuine value, but do see great possibilities for embarrass- 
ment, confusion and attempted evasion. 

7. Weaken. 

8. (a) Yes. 

(b) Yes. 

9. Yes. 

10. If a given amount becomes the maximum fpr all committees at one level, 
the amount for Members of Congress must be rel ited to the State and district; 
for presidential—approximately $20 million to $30 million. 

11. The fatal limit of such a formula is that the past is the standard for the 
present. However, flexibility through such an alternative is preferable to a 
fixed ceiling. 

12. If reporting is complete and contributions publicized, I favor no limit. 

13. [Blank.] 

14. Yes. 

15. No. 

16. (a) Yes. 

(b) Yes, as qualified by (a). 

(c) No. 

(d) No. 

17. Would approve tax credit or deduction- -with a definize maximum; e. g., 
$100. Have given no thought to the problem of administration of such tax 
concessions. 

18. Only that I should be sympathetic toward some relief: Either a minimum 
fixed amount or some percentage of the legal ceiling. 

19. [Blank.] 

20. Assume this information is available when reported and filed with the 
House or Senate; hence my answer is “no.” 

21. [Blank.] 
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22. Those relating to lobbying and campaign spending, deficiencies are incom- 
pleteness of record, inaccessibility of the value of publications like Congressional 
Quarterly. 

23. [Blank.] 

24. [Blank.] 

25. [Blank.] 

26. I doubt that the spirit is observed among some unions or that the spirit 
can be enforced. 

27. Yes, I feel that false scurrilous political literature and statements is a se- 
rious problem. Would not propose any Federal law dealing with this. 


RvutTGeRS UNIVERSITY, 
DoucLass COLLEGR, 
New Brunswick, N.J., March 138, 1957. 
Senator JouHn L. McCLELLAN, 
United States Senate, Washinaton, D. C. 


DEAR SENATOR MCCLELLAN: I am returning the questionnaire which you sent 
to me January 29, with a few brief comments on most of the items. As my brief 
comments indicate I tend to favor concentrating upon complete reporting of con- 
tributions and expenditures, with a provision that some official body prepare an 
analysis of the reports periodically. I am inclined to think that most kinds of 
ceilings are unrealistic and serve no useful purpose. 

The allocation of television time presents a problem and I would favor some 
experimentation with the arbitrary allocation and limitation of TV time. 

In general I would favor all gradual improvements which would have as their 
ultimate objective the reporting of every dollar contributed and disbursed for a 
campaign period, which, incidentally, would have to be somewhat arbitrarily 
defined. 

Sincerely yours, 
Nett A. McDONALD, 
Professor of Political Science. 


RESPONSE OF NEIL A. MCDONALD, PROFESSOR OF POLITICAL SCIENCE, RUTGERS 
UNIvERSITY, DouGLass COLLEGE, NEW BRUNSWICK, N. J. 


1. (a), (b), (c) These should be treated as elections and brought under general 
terms of the Corrupt Practices Act. 

2. The objective should be to get full reporting of all receipts and disburse- 
ments. 

3. (a) The object should be to get full reporting. This might facilitate such 
reporting. 

4. [Blank.] 

5. Yes; it would fix responsibility for reporting. 

6. No; but such committee should report. 

(a) [Blank.] 

(b) Yes. 

(c) No. 

(d@) [Blank.] 

(e) [Blank.] 

7. Ido not know. But they would be more natural associations if expenditure 
ceilings were removed. 

8. (a), (b) Yes. I would abolish them and do everything possible to improve 
reporting and analyzing reports. 

9. No. 

10. [Blank.] 

11. No; I am opposed to ceiling. 

12. I would not favor limits of any kind. 

13. [Blank.] 

14. No. Reasons given above. 

15. Possibly subsidies for TV if a workable plan could be devised. 

16. (a), (6) [Blank.] 

(c) I think this is worthy of serious consideration. 

(d) [Blank.] 

17. No. Would tend only to benefit large contributors. 

18. I tend to favor this proposal. 
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19. Everything possible should be done to get full and meaningful reports. I 
would permit no exceptions. 

20. Reports should be carefully analyzed and consolidated and given wide 
publicity. 

21. (a) I approve this. 

(b) Iam uncertain here. It might be worth a try but I dislike bringing court 
in at this stage. 

22. Yes; they make use—report need to be complete. 

23. Generally twice a year. 

24. Not necessary if there is full reporting and public access to reports. 

25. For most part I would penalize only for nonreporting or false reporting. 

26. On the whole yes, it is observed in a formal sense. Informally there is 
much diversity. 

27. No problem as I see it. 


GOVERNMENTAL AFFAIRS INSTITUTE, 
Washington, D. C., February 14, 1957. 
Hon. Jonn L. McCLe.ian, 
United States Senate, Washington, D.C. 


My Dear Senator McCLeLian : Thank you for sending me a copy of the special 
committee’s questionnaire for political scientists with respect to the work your 
group is presently undertaking. Actually we have done little research in the 
matter of election expenses and their control, partly because of our concentration 
on election statistics, partly because other researchers—scholars such as Dr. 
Alexander Heard, for example—are doing such excellent work in this field. 

From a purely personal viewpoint I have felt that we in this country would 
be wrong to try to go ahead with the type of close campaign regulation our 
British friends employ. Our Federal system, our loose confederation of parties, 
our personalized political system—all work against the kind of tight control 
the British employ. For myself, I would rather see some sort of requirement 
that all expenditures by individuals or groups of over, say $500, must be re- 
ported—and leave it at that, without floor or ceiling. 

I would urge the case of tax exemption for political contributions, however— 
at least for a sum of $50 or $100. I would also suggest the present radio—-TV 
arrangements be left as they are. There are problems but I can’t think of any 
changes which wouldn’t make the situation ever more complicated and difficult 
than it is now. 

With all best wishes, I am, 

Sincerely yours, 
Ricnarp M. ScaMMON, 
Director of Elections Research. 


UNIVERSITY OF RICHMOND, 
DEPARTMENT OF HISTORY AND POLITICAL SCIENCE, 
Richmond, Va., February 14, 1957. 
Senator Jonn L. McCLELLAN, 
Senate Office Building, 
Washington, D. C. 


DearR SENATOR MCCLELLAN: Your inquiry as to the opinions of political scien- 
tists on improving Federal election laws is interesting. I must hasten to state 
that I am not an expert. 

My opinions are offered for their general worth and not from any direct research 
in the field of money in elections. 

I doubt the value of laws limiting campaign contributions and expenditures. 
When the American people want a show they’ll get it from willing performers, 
and when the American people want to spend money they'll find a way. 

Laws requiring publicity might be enforced if there are no penalties on telling 
the truth—in short, no limits on spending. And such information available to the 
voters might influence voter judgment—TI have great respect for the long-run 
judgment of the millions of voters and hence some respect for the value of com- 
plete publicity. Facts from authorized agents (treasurers, campaign managers, 
fund-raising committees) both before an election and after an election—as long as 
1 year subsequent to primary or general election—might be required to be 
reported. 
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One of our students received the direct statement from a Virginia official that 
no candidate for office in the State had been prosecuted for failing to file a state- 
ment of contributions and expenditures. Many (especially losers) have not filed 
such reports. The reputation of Virginians fer high integrity may be well justi- 
fied, but on the point of filing campaign data for local offices there is apparently 
no notion of enforcing State laws. It may be assumed that failure in Virginia to 
prosecute is not unique among American States—perhaps somewhere else in this 
broad land the State laws on filing campaign cata are ignored. Admittedly, this 
comment about State elections may have no relevance to Federal legislation on 
campaign contributions and expenditures. 

Many of your questions can stimulate a flood of loose thoughts—and possibly 
some comments might be useful. Yet again I offer the remark that I am not 
qualified to give you or the Committee to Investigate Political Activities any 
verified evaluations. 

Sincerely yours, 
Spencer D. ALBRIGHT, Jr. 


SUBMITTED BY Dr. Ross DBeEiLER, DEPARTMENT OF GOVERNMENT, UNIVERSITY OF 
MIAMI 


1. (a) Should be extended, if act is made serious. 

(b) Should be included. 

(c) Should be included. 

Law would state that if such processes were used, Federal controls would 
apply to selection of presidential electors. 

2. Yes; with provision for central control of campaign funds in each State— 
i. e., requiring that all expenditures be from one account per organization per 
State (or congressional district in case of House election). 

Yes. but only one report per State for each organization (or congressional 
district in case of House election). 

3. See above. 

(a) Require deposit in central account—one per State per organization (or 
per congressional district)—-with expenditures from other accounts illegal. 

(b) Yes—$500—hard to run any paid campaign office on less. 

(c) Not to be exempted, but only contributions of $100 or more should have 
to be listed by name. 

(d) Require listing of expenditures exceeding $50 in 1 disbursement, but no 
“miscellaneous” item to exceed $50. 

4. Hennings (S. 636, sec. 200c) formula is sounder—of course, local commit- 
tees would then advertise the list a lot more of the time. 

5. The lack of it has always indicated simple hypocrisy in the Federal law. 
(I suggested these provisions for the Florida law in 1952.) 

6. Necessary for financial control; to limit finances. 

(a) I don’t think there should be any. 

(b) [Blank.] 

(c) No, except that approval should be required before slates of delegates to 
national conventions could be filed. 

(d) Arrangements—no. Candidates can always repudiate support. Should 
be requirement of single financial control per organization in congressional dis- 
trict or State. 

(e) Candidate control would be necessary if overall expenditure limits are 
to be set. 

7. [Blank.] 

8. (a) Yes. 

(b) No; should be on some such basis as 15 or 20 cents per registered voter 
in the jurisdiction in both primaries and general elections. 

9. No; limits should be high enough to permit an adequate campaign, all ex- 
penses included. 

10. See No. 8 above. If system of national or National-State contributions is 
worked out, these should be included within the limits. 

11. See above. 

12. $5,000 overall limit—presidential campaign. $2,000 overall limit for con- 
tributions to Representatives campaign ; $3,000 overall limit for contributions to 
Senate campaign. 

13. Yes. 

14. Make it $7,000. 
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15. Yes; up to 50 percent of limit (15 or 20 cents per registered voter). Use 
Federal 40 percent (of State contribution) matching grants to States; total 
not to exceed 50 percent of maximum amount permitted. 

16. (a) Only beyond top four parties. 

(b) Yes; say 3 hours for each party—could be commercially sponsored. 

(c) No; if overall maximum expenses are enforced, this isn’t necessary. 
Start thinking in terms of a law that works. 

(d) Hardly. 

17. Yes; contributions up to total of $100 per year should be deductible. Re- 
quire accounting as for charities. 

18. Yes; allow candidates for Congress to deduct up to $2,500, properly 
accounted. 

19. Must have official campaign treasurer for each congressional candidate 
and in each State for president campaign; also official campaign bank account; 
statements to constitute public records. 

20. No; they can check official records if they wish. 

21. (a) Yes and all expenses over $30 to $40 itemized. Itemize receipts of 
$100 or more. 

(b) Yes, of course. And not to permit anyone but designated treasurer 
to file—or to spend. 

2°. Reports are deficient but would be corrected by records mentioned here. 

23. Federal Government should set uniform filing dates for States with pri- 
maries, and set them early, i. e., so many days before the primary; say 180. The 
main loophole in the Florida law is that a lot of money is distributed and spent 
before filing date. (Every week for statewide or presidential campaigns—every 
month for House campaigns during campaign, and 1 week or month thereafter. 

24. No; this could be made into a harassing tactic, source of suits, etc. 

25. (a) Not on a technicality ; leave it to a six-man bipartisan committee of 
the House or Senate. 

(b) [Blank.] 
(c) No, because would entail a jury. (Judge problem could be overcome 
by requiring case be heard by judge from another district.) 

26. Present methods of avoiding this law should be accepted. It is a good 
law even though it can be avoided. The gambit required produces an element 
of individual control of contributions. 

27. [Blank.] 


Survey oF Oprnton or Former Mempers OF THE UNITED STATES 
SENATE 


In order to obtain the views of men with practical experience in 
political campaigns at the senatorial level, the Special Committee 
directed an inquiry to former Members of the United States Senate. 
Responses were received from the following: 


Hon. Joseph H. Ball (Minnesota) 

Hon. William Benton (Connecticut) 

Hon. Owen W. Brewster (Maine) 

Hon. Prentiss M. Brown (Michigan) 

Hon. C. Douglass Buck (Delaware) 

Hon. James F. Byrnes (South Carolina) 
Hon. Albert B. Chandler (Kentucky) 
Hon. L. J. Dickinson (Iowa) 

Hon. Clarence C. Dill (Washington) 
Judge F. Ryan Duffy (Wisconsin) 

Hon. Zales N. Ecton (Montana) 

Hon. J. Chandler Gurney (South Dakota) 
Judge Carl A. Hatch (New Mexico) 

Hon. Robert C. Hendrickson (New Jersey) 
Hon. Rufus C. Holman (Oregon) 

Hon. Edwin C. Johnson (Colorado) 

Hon. Seott W. Lueas (Tllinois) 

Hon. James M. Mead (New York) 

Hon. Arthur R. Robinson (Indiana) 

Hon. Tom Stewart (Tennessee) 
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Hon. James M. Tunnell (Delaware) 
Hon. Monrad C. Wallgren (Washington) 


A copy of the questionnaire and the replies thereto follow. 


CAMPAIGN PRACTICES 


(Inquiry directed to former Members of the United States Senate) 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? 

2. Would you recommend designation by every Member of Congress of a po- 
litical or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? 

3. What changes would you suggest as to the timing, contents and place of 
filing reports of campaign finances by candidates and committees? 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? 

5. Have you any suggestions about modifying or eliminating ceilings on 
expenditures by candidates and committees? 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? 

7. Should Congress exercise its power to alter State laws relating to congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? 


WASHINGTON, D. C., January 30, 1957. 
Hon. Joun L. MCCLELLAN, 
Chairman, Special Committee To Investigate Political Activities, Lobbying, 
and Campaign Contributions, United States Senate, Washington, D. C. 
Deak JOHN: Replying to your inquiry of January 25, relative to campaign 
practices, I herewith submit the answers to the questions you sent me, all of 
which are self explanatory. 
I have attempted to be realistic and constructive in my approach and sin- 
cerely hope that it may be of some value to your honorable committee. 
With best wishes and warm personal regards, I am, 
Yours very sincerely, 
Scort W. Lucas. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? No. It would be utterly impractical to require every committee of 
three or more to get approval from a candidate before working for him. To 
penalize a voluntary committee of this kind is to strike at freedom of choice in 
a primary or general election and violates the spirit of the Constitution. It 
would also place on a candidate an intolerable burden. Before a candidate 
could conscientiously give official approval to any group which might operate 
in a campaign he would have to investigate it thoroughly, and such investiga- 
tions on a statewide basis could easily take more time and money than the 
campaign itself. 

2. Would you recommend designation by every Member of Congress of a polit- 
ical or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? Just how the designation of a political or fiscal agent by 
a Member of Congress will cure some imaginary or actual evil that some indi- 
vidual or group might be conjuring up is difficult for me to understand. It 
will in no wise add any clarification of financial contributions. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? I see no 
reason for changing the timing, contents, or place of filing reports of campaign 
finances by candidates and committees. 
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4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? I think there should be a limit. 
The present reporting of the candidates as to individual contributions under the 
Corrupt Practices Act is sufficient in my opinion. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? Two developments in recent years 
have made existing ceilings on expenditures completely unrealistic: (1) The tre- 
mendous increase in the cost of all services covered by the present ceilings. 
(2) Television, the most effective and most expensive means of modern cam- 
paigning, was unknown at the time the current law was written. Legislation 
raising ceilings on expenditures should recognize these facts of political life 
which every candidate must cope with in every campaign. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? In my opinion, 
yes. Without any ceilings on candidates’ expenditures, elections could become 
financial wars, won by the candidates who have the most money to spend. 

7. Should Congress exercise its power to alter State laws relating congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? No. Here confusion would really 
reign uniess you pass a uniform Federal law holding Federal elections on a date 
different from those held by the States and counties. When a coalition ticket 
of county, State, and Federal officers is on the same ballot, a difficulty arises 
as to the proper allocation of funds contributed in that election. It just couldn’t 
be done equitably. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? No. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? In my 
opinion, if a tax credit is made or a deduction from the gross income allowed 
a contributor in a campaign, it would go a long way in keeping the two political 
parties of the country financially sound and would also give to Members of 
Congress a better opportunity to obtain contributions which most of them need 
more than ever today in view of the tremendous cost involved. The deduction 
should also be allowed to any contributor, for example, to a dinner which pro- 
motes the interest of either of the two major political parties. Politics is the 
life of the Nation, and every constructive approach should be made to keep 
both political parties solvent and also to aid candidates who are willing to run 
for public office in order that free government may continue. 


DIcKINSON, THROCKMORTON, PaRKER, MANNHEIMER & RalIFE, 
Des Moines, Iowa, January 31, 1957. 
Hon. JoHn L. McCLELLAN, 
Senate Office Building, Washington, D.C. 

My Dear Senator: Your inquiry of January 25, 1957, has been received and I 
am returning the questionnaire with a few suggestions as to the practical opera- 
tion of additional committees or more authority to control campaign expenditures. 

It should be remembered by your committee that the matter of running for 
the United States Senate in New York, Califorinia, and Pennsylvania is en- 
tirely a different matter from running in Idaho, Arkansas, or Nevada. It seems 
to me that there has been too much legislation in the national field covering mat- 
ters that should be left to the State authority. Although I am not a Democrat, 
I am still a great believer in State rights and permitting the States to fix their 
laws covering the duties as such rather than to have the Federal Government 
control them. 

Carrying out this viewpoint I have answered the questionnaire and enclose 
the same herewith. 

With all good wishes, I am, 

Yours very truly, 
L. J. Dickinson. 


1. Should additional responsibility be placed on candidates by requiring politi- 


cal committees to get their approval before beginning to operate in their behalf? 
No. 
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2. Would you recommend designation by every Member of Congress of a politi- 
cal or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? No. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? For the 
major concerns like corporations, labor unions, and so forth, I would require a 
report sufficiently early in the campaign so that the public could be made aware 
of the interest of respective organizations in the respective candidates. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? It has been my belief that reporting 
by individuals interested in a candidate has never been of any public benefit. 
Within my memory most of the candidates that were defeated by the use of 
money had a party taking their place in the Senate with no way near the ability 
of the man defeated. I refer to the matter of Townsend in Michigan and Frank 
L. Smith in Illinois. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? My answer to No. 5 would be “no” 
because of the varied responsibility of the candidates in the respective States and 
an effort on the part of Congress has usually failed to limit the expenditures and 
very often requires methods to be used that are not within the public interest. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? No. It is my 
impression that Congress cannot justify any effort to put a ceiling on expendi- 
tures other than to say that the use of funds creating a line of influence not 
justified by the facts would create a fraud upon the public covering which a 
contest could be created, giving Congress authority to oust the candidate. It is 
my impression that it is the use of money and the method used in spending it 
rather than the amount that should have the attention of any contesting 
committee. 

7. Should Congress exercise its power to alter State laws relating congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? The suggestions heretofore made 
indicate that it is my view that every time Congress attempts to do something 
by Federal legislation that should be limited to the State, it creates more difficul- 
ties that have an adverse effect in the public interest. We are now having some 
experience with Congress trying to limit the rights of different people in different 
localities and it is causing many unpleasant experiences. It would seem to me 
that some of the members of your committee will recall the experience you are 
now having with segregation in public schools, public transportation, etc. 
Every time the Federal Government attempts to lay down certain rules covering 
the respective rights in respective States they are in conflict with the views of 
the people in the respective States that create confusion and it is not usually 
for the public good. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? No. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? Yes, with 
limitations. It is my impression that you would be justified in giving a tax 
exemption for a limited amount donated to any member of the Senate, or the 
House for campaign purposes. This would be a donation to influence public 
policy for the benefit of the whole. Just what the amount should be might be 
determined either by the dollar or by the type of campaign required in the 
respective States. 


ENCYCLOPEDIA BRITANNICA, 
New York, N. Y., January 28, 1957. 
Senator JoHN L. McCLELLAN, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR MCCLELLAN: When Senator Gore wrote me, requesting a state- 
ment of my political contributions for 1956, he invited me to comment on the 
problem of campaign contributions, and on the existing Corrupt Practices Act. I 
took advantage of this invitation to summarize for him testimony I gave in 
this area before Senate committees 5 or 6 years ago. 

I am enclosing a copy of the summary I sent to Senator Gore. 


84131—57———-44 
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In this summary I have touched on most of the points raised by your question- 
naire. As to point No. 9, I have previously contended that candidates for 
Federal office ought to be permitted to deduct up to $5,000 from taxable income, 
if they spend that much in any one campaign out of their own pockets, as a kind 
of cost-of-doing business. I did not, however, comment on the idea of a tax 
credit, or deduction from gross income for campaign contributions generally. 
Here I look favorably on the proposal of Senator Neuberger who, as I understand 
it, would permit a tax credit of up to $10 in any one year. 

Very sincerely yours, 
Wru1AmM BEnTon. 


SuMMARY, TESTIMONY oF SENATOR WiLLIAM Benton, SUBCOMMITTEE ON ELECTIONS, 
Unitep States SENATE, SEPTEMBER 14, 1951 


All too many campaigns for political office in America are based to a greater 
or lesser extent on defamation, deviousness, and dependence: defamation of 
one’s opponent, deviousness in hiding sources and outlets of campaign money, 
and dependence on powerful local and national private interests for election serv- 
ices and expenses. 

This has a catastrophic impact on the moral tone of American political life. 
It keeps many people out of public service and it humilitates and frustrates, even 
if it fails to tarnish, those who strive for elected office. Further, it leads to 
the charge, and unfortunately, to the reality in all too many cases, that the 
influence or votes of some public officials can be won by those who are willing 
to kick in at the right time in an election campaign. 

As new mediums of communication and transportation increase the cost of cam- 
paigning, increasingly complex problems are now presented to candidates, to 
political parties and for review by your committee. Who pays the enormous 
cost? Why? How can party leaders take care of legitimate party expenditures 
without getting eyebrow-deep in the old corrupting game of favors and pro- 
tection? 

I suggest to this committee a three-pronged attack on this problem of campaign 
morality and campaign financing: 

1. A realistic revision and then rigid enforcement of existing corrupt 
practices and libel laws; 

2. An easing of major-cost items through liberalized mailing privileges 
and public service radio and television time for all responsible candidates 
for Federal offices; 

3. A continuing national commission of private citizens with a full-time 
staff to collect material, issue reports, and develop standards of behavior 
in the conduct of political campaigns—a commission which will, in turn, en- 
courage the 48 States to create their own commissions. 

Although there are many important restraints written into present corrupt- 
practices laws, Federal and State, they are virtually worthless in setting realistic 
financial limitations upon campaigns or in insuring responsible reporting of 
contributions and expenditures. They are so meaningless in terms of the ceil- 
ings they set, because of the legal loopholes through which candidates and their 
managers and lawyers can drive bulldozers, that candidates are forced into 
insulting the spirit of the Federal law by carefully obeying the legal conven- 
tions which have been studiously built up around the letter of the law. 

I would eliminate all ceilings on campaign contributions from individuals and 
groups not on the public payroll. Having done this, I would then insist upon the 
most rigorous reporting and publicizing of all contributions from whatever 
source and used for whatever purpose. This reporting should take place not 
enly immediately after the election is over, but also shortly before the election, 
and again at stated intervals during the year to take care of any new funds or 
omissions. ' 

In removing the ceilings, however, I think that the prohibitions against gifts 
from corporations should be tightened, so that officers of corporations will be 
criminally liable if they draw money from their corporations to use in making 
contributions. 

How much money should a candidate be allowed to spend in his own behalf? 
Five thousand dollars seems about right, a sum approximately in line with 
present law. I suggest an added provision: That no more than $10,000 in total 
should be spent by the candidate or members of his own immediate family. 

In addition to such publie reporting, I suggest the quarterly publication of the 
names of all firms and individuals receiving contracts in that quarter amount- 
ing to more than $10 million from the Federal Government. 
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If this kind of full and complete reporting is enforced, my projected citizens’ 
election practices commission could devise ways to keep voters posted about any 
unusual coincidence between those contributing political funds and those receiv- 
ing direct benefits from the Feceral Treasury. 

I suggest that public reporting apply to primaries and to nominating conven- 
tions for Federal offices, as well as to general elections. 

A challenging assignment for my proposed commission is to list the names of 
people who make contributions to both parties, 

If ceilings are taken off campaign contributions, men of wealth are obviously 
at a great advantage. Yet it is in direct opposition to a fundamental American 
precept that a man’s income should not be a major determining factor in his 
ability to conduct his political campaign. Many of our ablest Members of Con- 
cress have no private financial resources. 

The burden of some of the large cost items in modern campaigning should be 
alleviated. 

The provision of a limited amount of free, well-spotted radio and television 
time during campaigns for Federal office, such time to be administered by the 
national and State committees of our major political parties. Minority parties 
must be allowed to qualify—let us say, if they have succeeded in getting at least 
2 percent of the vote in the previous election; or if they are willing to put up 
bond—that they will secure 2 percent of the vote in the ensuing election. The 
Federal Government would have to appropriate the funds. 

I suggest granting a limited use of the franking privilege to all candidates for 
l’ederal office. 

I believe a candidate who polls 2 percent or more of the vote should be allowed 
to deduct his own contributions to his campaign as legitimate deductions for 
cost of doing business from his income tax. 


REPLY OF JAMES M. MEAD, FORMER SENATOR FROM THE STATE oF NEw YorK 


CLERMONT, Fa., March 5, 1957. 

1. Yes; committees should be approved by the candidate. Committees should 
not operate without his consent. 

2. (Not on a permanent basis. No.) But he should approve or name a chair- 
man of his campaign committee. 

3. I believe the present schedule is adequate. 

4. Yes and their industry connections. If over $1,000. 

5. (Modifying.) In some States it is more expensive than others and with 
television it is increasingly so. 

6. Yes; I believe they would. 

7. Don’t believe so. What applies to Nevada may not prove adequate in 
New York. 

8. Yes; but not if State law covers such committees. 

9% The latter. Yes; if it was limited and safeguarded. 


UNITED STATES Court OF APPEALS FOR THE SEVENTH CIRCUIT, 
March 1, 1957. 
Hon. JoHN L. McCLELLan, 
United States Senator, Washington, D.C. 


DeaR SENATOR McCLELLAN: Acknowledging your letter of January 25, 1957, 
regarding the Special Committee To Investigate Political Activities, I have ex- 
ecuted the questionnaire which you enclosed and you will please find same 
herewith. 

Sincerely yours, 
F. RYAN Duvurry. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? Yes. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? Yes. 
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8. What changes would you suggest as to the timing, contents and place of 
filing reports of campaign finances by candidates and committees? I think the 
requirement under Wisconsin statutes of making reports before both the primary 
and the general election is a desirable feature. 

4. Should limits and reporting requirements be placed on individuals mak- 
ing large contributions in political campaigns? Yes, I think any person mak- 
ing a contribution of $1,000 or more should be required to report such con- 
tribution. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? No suggestions, 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? [Blank.] 

7. Should Congress exercise its power to alter State laws relating congressional 
elections (art. I, sec. 4, ch. 1) by superseding State limitations on campaign 
tinances with a uniform Federal law? Yes, I think there should be a uniform 
State law pertaining to the election of Senators and Representatives. 

8 Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Yes. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? I might 
be willing to support a carefully worked out program but I would think the 
proposal would be subject to many abuses. 





CoLumstia, 8. C., February 19, 1957. 

Hon. Joun L. McCLetian, 

Chairman, Special Committee To Investigate Political Activities, 
Washington, D.C. 


Dear Joun: I appreciate your letter written as chairman of the Special Com- 
mittee To Investigate Political Activities. 

Not having been a candidate for office in recent years, I have not given any 
particular thought to the Federal Corrupt Practices Act and the Hatch Act. 
However, whenever a statute is so generally evaded as is the statute limiting 
campaign contributions, it is apparent it should be either amended or repealed. 
Its continued violation does not encourage respect for law. 

Not having given thought to the subject, I could not make a worthwhile sugges- 
tion as to what that limit should be or how the two acts should be amended. 


I have complete confidence in the committee recommending appropriate action 
to remedy the situation. 


Sincerely yours, 
JAMES F, ByRNEs. 


SPOKANE, WasH., February 18, 1957. 
Hon. JoHn L. McCLeELiLan, 


Chairman, Committee on Political Activities, 
United States Senate, Washington, D.C. 


DeaR Mr. McCLetiaNn: I am in receipt of your letter of recent date, asking me 
as a former Senator for suggestions as to campaign expenditures. 

Owing to the fact that television and radio have become such a big part in 
modern campaigns, I am not sure that I can evaluate the needs of a candidate 
compared with what those needs were some years ago when I was active in 
politics. However, I will endeavor to express my ideas briefly on the sheets you 
sent me, which I enclose herewith. 

Sincerely yours, 


CLARENCE C, DILL. 


1. Should additional responsibility be placed on candidates by requiring poli- 
tical committees to get their approval before beginning to operate in their 
behalf? I think a political committee working for a candidate should have 
his approval. 

2. Would you recommend designation by every Member of Congress of a politi- 
cal or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? It would seem desirable that a candidate for the House or 
Senate should have a political or fiscal agent for the period of the campaign. 
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3. What changes would you suggest as to the timing, contents and place of 
filing reports of campaign finances by candidates and committees? I have no 
recommendations in this regard. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? Limits of a reasonable amount of 
contributions should be placed on individuals and a total limitation on members 
of the same family. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? Not able to give any intelligent sug- 
gestion. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? Not able to give 
any intelligent suggestion. 

7. Should Congress exercise its power to alter State laws relating to congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? Owing to the wide differences in 
the conditions in the different States, a uniform Federal law superseding State 
limitations hardly seems desirable unless it be a ceiling four the amount to be 
expended. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? [Blank.] 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? Tax deduc- 
tions might be allowed from gross income for an amount not to exceed a reason- 
able sum, say, between $1,000 or $2,000. 


Unitrep States Districr Covrt, 
District or New Mexico, 
Albuquerque, N. Mew., February 18, 1957. 
Hon. Joun L. McCLeLian, 
United States Senate, 
Senate Office Building, Washington, D. 0. 


Dear JoHN: I have your letter and was glad to hear from you. Of course, 
I keep up with your various activities through the press and want to say I 
think you are doing an excellent job. 

Your committee’s investigation of campaign expenditures should result in 
the correction of some of the present evils. I say evils because I think the 
expenditures of the last campaign were entirely unjustified. There are legitimate 
expenses which are perfectly proper. Adequate provisions sufficient to cover 
all legitimate expenses should be made. The present law should be amended. 
The amount allowed the national committee should be increased, but enforceable 
limitations should be placed by Congress. The present law permitting con- 
tributions to any and all committees, whenever and by whom organized, cer- 
tainly should be corrected. There should be one national committee; contri- 
butions should be allowed to it. Some plan for legitimate contributions in 
State areas should be permitted, but all these phony committees which are set 
up merely to avoid the law should be eliminated. In fact, John, I think a 
great deal of the money raised for campaigns is wasted. 

This business of hiring public relations agenices and advertising agencies like 
you were selling Hadacol lowers the dignity of the campaign and debases the 
electorate. 

I hope your committee can work out something really good, and I am sure 
you will do your best. 

Regards to all my friends. 

Sincerely yours, 
Cart A. HatcH. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? Yes. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a perma- 
nent or campaign basis? Such an agent should be designated on a permanent 
basis. All contributions of every kind in or out of campaigns should be open to 
public inspection. : 
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3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? No sug- 
gestions. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? Full publicity might be more useful 
than limitations, unless the laws were so amended as to make evasion of limi- 
tations impossible. A most difficult thing to do. 

5. Have you any suggestions about modifying or eliminating ceilings on 
expeditures by candidates and committees? Present law makes too many com- 
mittees possible. Contributions should be allowed to be made only to the 
candidate or the fiscal agent or to the National or State committees. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? Administration 
and enforcement is always difficult under any act, but such should not deter 
an honest attempt to correct present abuses. 

7. Should Congress exercise its powers to alter State laws relating congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on campaign 
finances with a uniform Federal law? Such exercise of congressional power 
would do no harm and might improve some conditions. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Yes. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? Decidedly 
not. 

Additional comment 

Abuses of campaign contributions will not be corrected until all private con- 
tributions are prohibited and adequate appropriations are made to pay legitimate 
campaign expenses. This is not a new thought. Why not explore it? 


NASHVILLE, TENN., February 26, 1957. 
Hon. JoHN L. McCLELLAN, 
United States Senate, Washington, D. C. 


Dear JOHN: I am enclosing answers to the inquiry directed to me by your 
letter of January 25. 

I am, perhaps, very much alone in some of my views with regard to Federal 
control on elections. You may recall that I never had too much sympathy with 
the Hatch Act. 

I think Federal control of elections is a very serious mistake and, while 
no doubt it is on its way here, it will, in my opinion, prove to be very disappointing 
if we are to retain our present form of government. 

With personal regards, Iam, 

Very truly yours, 
Tom STEWART. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? No. 

2. Would you recommend designation by every Member of Congress of a po- 
litical or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? No. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? None. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? Yes. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? Perhaps should be increased. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? I think so—if 
entirely eliminated. 

7. Should Congress exercise its power to alter State laws relating congres- 
sional elections (article I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? No. . 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? No. 
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9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? No. 


Pam Desert, Cauir., February 9, 1957. 
Hon. Joun L. McCLELLAN, 
Senate Office Building, Washington, D. C. 

My Dear Senator: I have delayed answering your letter requesting suggestions 
for the Special Committee to Investigate Political Activities, Lobbying, and 
Campaign Contributions in the hope that with a little study I might come 
up with something constructive. I have been out of touch with such matters 
for so long that I feel hesitant and unqualified to make such recommendations. 

I enclose the questionnaire sent me and might further suggest that your com- 
mittee not make it too difficult for the candidate, as good men should be en- 
couraged to seek public office. 

Cordially yours, 
Mon C. WALLGREN. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? Place the responsibility on the committee or any individual. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a 
permanent or campaign basis? Yes; such designation to be made at the time 
a candidate files for public office. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? Such 
reports to be published not later than 5 days before election. 

4. Should limits and reporting requirements be placed on individuals making 
large: contributions in political campaigns? As above. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? None. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? I think not. 

7. Should Congress exercise its power to alter State laws relating congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? I think not. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Yes. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? Yes; with 
candidates then reporting such income to the Internal Revenue Department. 


COMMONWEALTH OF KENTUCKY, 
EXECUTIVE CHAMBER, 
Frankfort, February 15, 1957. 
Hon. JOHN L. McCLeLian, 
United States Senate, Washington, D. C. 


DEAR SENATOR McCLeLLAN: Governor Chandler has asked me to send you 
the enclosed completed questionnaire that you recently sent him. 
Sincerely, 
WILLIAM A, Parte, 
Administrative Assistant. 


1. Should additional responsibility be placed on candidates by requiring po- 
litical committees to get their approval before beginning to operate in their 
behalf? In national elections it would be utterly impossible for a candidate 
personally to approve or be responsible for political committees which might 
operate in his behalf. These committees are frequently small, widespread and 
too numerous to permit the candidate to know their composition. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a per- 
manent or campaign basis? The designation of a political or fiscal agent by 
each Member of Congress is entitled to consideration, particularly on a cam- 
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paign basis. I see no objection to a member of Congress designating a respon- 
sible agent to handle the fiscal aspects of his political affairs. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? Except as 
herein indicated, I think the present reporting system is adequate. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? Yes. 

5. Have you any suggestions about modifying or eliminating ceilings on 
expenditures by candidates and committees? It is almost impossible to place 
a realistic ceiling on expenditures by candidates and committees. Modern costs 
of presenting effectively the issues of a political campaign preclude a ceiling 
which is realistic. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? Practical difficulties 
may possibly result from enforcing an amended act if ceilings are removed, 
but I do not believe they would be insuperable. 

7. Should Congress exercise its power to alter State laws relating to congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on campaign 
finances with a uniform Federal law? The difficulty which would flow from a 
uniform Federal law superseding State limitations on campaign finances would 
occur in connection with the size, population, and other peculiar characteristics 
of the various States. Unless the Federal law would, on some basis, take 
into account these admitted peculiarities it would work an injustice. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Yes. Unless such reporting is 
required the national candidate could avoid any reporting by the simple device 
of breaking down his organization into 48 State units. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? With limi- 
tations, deduction from gross income should be allowed. Such deductions are 
permitted when they are made for the purpose of public education and it seems 
to me that they are justified in connection with the debate of public issues. 


States MARINE LINEs, 
Washington, D. C., February 4, 1957. 
Hon. Jonun L. McClean, 
United States Senate, Washington, D. C. 


Dear Senator McCrettan: I am enclosing the questionnaire on campaign 
practices, which you sent me, filled out to the best or my ability. Having 
been away from politics for 8 years, I am a little out of touch and some of 
my ideas may be out of date. However, I think my principal conclusion from 
my observation is, namely, that ceilings on campaign expenditures are meaning- 
less and that a thorough system of reporting of both local and Federal levels 
would be much more meaningful if still valid. 

I hope this is of some assistance. 

With kindest regards. 

Sincerely, 
JOSEPH H. BALL. 


1. Should additional responsibility be placed on candidates by requiring politi- 
cal committees to get their approval before beginning to operate in their behalf? 
Does not seem feasible to me and also would be an interference with freedom of 
political action. 

2. Would you recommend designation by every Member of Congress of a politi- 
cal or fiscal agent to be made a matter of public record on either a permanent or 
campaign basis? Sounds good on a campaign basis. Would concentrate respon- 
sibility for funds. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? Should be 
filed both locally—State or district—and with Congress 60, 30 and 5 days before 
election. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? No. 

5. Have you any suggestions about modifying or eliminating ceilings on expen- 
ditures by candidates and committees? Ceilings are meaningless and should be 
eliminated. 
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6. Would any practical difficulties result relative to effective administration and 
enforcement of an amended act if ceilings are removed? Should simplify it. 

7. Should Congress exercise its power to alter State laws relating to congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? Don't know. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Yes. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? $50 or $100 
deduction allowed would make a lot of sense. 


HenNpricKson & WICK, 
Woodbury, N. J., January 29, 1957. 
Hon. JOHN L. McCLELLAN, 
United States Senator, 
Senate Office Building, 
Washington, D.C. 


DEAR JOHN: I am returning herewith the questionnaire on campaign practices 
with my own personal views upon each of the issues raised. Having been the 
victim on occasions of the evil of unreported campaign funds, I am confident that 
ceilings are not the answer. Only accurate reporting with severe penalties for 
violations will cure the abuses. 

I am of the opinion that the most forward step which we can make in any 
revision of our election machinery is to obtain greater uniformity in the 49 
jurisdictions which are charged with the enforcement of our election laws. 

It goes without saying that we cannot legislate proper moral values, but by 
making our laws easier for the voter to comprehend we can reduce many abuses 
which are carried on in too many areas of our country. Greater uniformity will 
make for better understanding. 

Thank you, John, for enabling me to express my views on this important phase 
of government. 

With every good wish to a successful outcome of your important mission, I am, 

Sincerely, 
RospertT C. HENDRICKSON. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? It is my considered judgment after many years of experience that 
political committees have become the instrumentality by which both the spirit 
and the letter of the law are evaded. Thus I would place additional responsibility 
upon the candidate, making sure, however, he could not be the victim of some 
conspiracy on the subject of contributions through the unlawful use of his fiscal 
program by unauthorized participants. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a perma- 
nent or campaign basis? I would require that all political and fiscal agents 
be publicly recorded as such on a campaign basis. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? The timing, 
contents, and place of filing reports of campaign finances by candidates and 
committees should be uniform and all such requirements should be realistic, 
reasonable and fair both to the public and the candidate. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? I have never been concerned about 
limits as such, but the reporting requirements should be mandatory and sup- 
ported by adequate enforcement provisions. 

5. Have you any suggestions about modifying or eliminating ceilings on 
expenditures by candidates and committees? Here again the ceilings are sec- 
ondary to the fact that the public should know to whom candidates owe alle- 
giance and to what extent. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? I have small 
concern over practical difficulties which might result from the elimination of 
ceilings if the reporting is accurate, honest, and supported by sound and effective 
enforcement. 
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7. Should Congress exercise its power to alter State laws relating congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitation on campaign 
finances with a uniform Federal law? If such a program is enacted within the 
framework of the Constitution it would be a most welcome contribution to our 
election machinery and the improvement thereof. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? The answer here is definitely in the 
affirmative. Federal candidates are elected to serve the entire Nation and 
should at all times and in all things be subject to Federal controls. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? Such con- 
cessions would lead to tax evasion and should not be even considered. They 
would also make for corruption of the election processes. 


BozEMAN, Mont., February 23, 1957. 
Hon. Joun L. McCLecian, 
United States Senator, Senate Office Building, Washington, D. C. 


Dear JOHN: The questionnaire which was sent to me regarding the campaign 
expenditures of Federal office holders has been mislaid. Therefore I am writing 
this letter to you to let you and your committee know how I feel about the 
proposition in point. 

Permit me to say that I think campaign contributions as related to Senators 
and Representatives should be left entirely to the States. States vary in size 
and topography and therefore amounts necessary will be much different in the 
various States. 

Most States have a “Corrupt Practice Act,” which Montana does, and a state- 
ment must be filed with the secretary of state giving the amount of expenditures 
and from whom received in any campaign. 

The Federal Government, in my opinion, should leave that matter to the 
individual States as to the amount which may be legally and morally spent in 
electing any candidate for any office within the State. Congressmen become 
Federal officers only after they receive a majority vote within a given State. 
Regardless of whatever laws Congress may pass relative to expenditures to 
eandidates on State tickets, ways and means will be found to circumvent them 
through clubs, personal contributions, and other technicalities. 

However, I believe that you and the Congress have a dutiful right to limit 
the expenditures of the national committees pertaining to the election of a 
President and Vice President of the United States. I would not exempt any 
political contributions from the income tax. 

Trusting this may give you my individual views and wishing you and your 
committee the best, I am, 

Yours sincerely, 
ZALES N. Ecron. 


TUNNELL & TUNNELL, 
Georgetown, Del., January 28, 1957. 
Hon. JoHn L. McCLetian, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR McCLeLtLaNn: Your letter of January 25 has been received. 

There is one portion of our law with reference to political contributions that 
I think should be amended. I believe that there should be a limitation on 
the total contributions made by any company or individual. As it now is, our 
political enemies simply form another committee whenever they desire to make 
a contribution legal. While there is a limitation as to the amount which can 
be contributed by one individual or one corporation, there does not seem ‘to 
be any limitation as to the total which can be contributed by a person if it is 
done through different committees. I think this would be a comparatively easy 
suggestion to carry out and I believe there could not be any real argument 
against it. 

With best wishes, I remain, 

Very sincerely yours, 
JAMES M. TUNNELL. 
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Denver, CoLo., January 29, 1957. 

Deak JoHN: Enclosed find my replies to your inquiries on campaign practices. 

Some of my friends favor barring firearms. If that were done, the lawless 
would arm in violation and everyone would be at their mercy. The same thing 
is true in legal restrictions that govern elections. Too many candidates would 
wink at the law and it would bind only those who were scrupulously honest. 

Anyway, it has been nice hearing from you. 

Affectionately, 
Ep. C. JOHNSON. 

1. Should additional responsibility be placed on candidates by requiring politi- 
cal committees to get their approval before beginning to operate in their behalf? 
Voters ought not be required to get a candidate's authority to support him either 
individually or as a group. Voters ought to remain free to vote for and work 
for the person of their choice. This question borders on a precious freedom. 

2. Would you recommend designation by every Member of Congress of a politi- 
cal or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? I see nothing wrong in it but I do not recommend it. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? No changes. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? Contributions in excess of $1,000 
might be required to be reported. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? Ceilings are difficult conditions in 
States, vary from election to election, and among the States. The cost of elec- 
tions has doubled each 10 years in the past 3 decades that I know about per- 
sonally. Campaigning is largely a matter of publicity and its costs go up every 
year. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? I doubt it but at 
the same time a person without wealth ought not be barred from being a candi- 
date by his economic status. I favor public assistance to candidates for that 
reason. 

7. Should Congress exercise its power to alter State laws relating to congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? Congress should not alter State 
laws relating to congressional elections. 

8S. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? No. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
cross income be allowed to encourage popular giving to campaigns? Yes, 
unless public support for candidates is provided. It wonld be preferable to tax 
everyone and provide public assistance to candidates. 


WILMINGTON, Deu., January 31, 1957. 
Hon. JoHN L. McCLELLAN, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: I have undertaken to complete the questionnaire you sent me 
and trust the delay of several days in forwarding a reply, has not caused you 
inconvenience. 

Sineerely yours, 
C. Dovu6iass Buck. 


1. Should additional responsibility be placed on candidates by requiring po- 
litical committees to get their approval before beginning to operate in their 
behalf? Candidate should have knowledge of committees’ plans and objectives. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a per- 
manent or campaign basis? Yes; for campaign expenditures. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? None to offer. 

4. Should limits and reporing requirements be placed on individuals making 
large contributions in political campaigns? Yes; and labor unions also. 
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5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? No. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? No opinion. 

7. Should Congress exercise its power to alter State laws relating to congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? No. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Consider this a good suggestion. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? No. 





Crvit AERONAUTICS Boarp, 
Washington 25, February 1, 1957. 
Hon. Jonn L. McCre.uan, 
Chairman, Special Committee To Investigate Political 
Activities, Lobbying, and Campaign Contributions, 
United States Senate, Washington, D. C. 


Dear SENATOR MCCLELLAN: I am honored in having your good counnittee 
ask such little help as I may be able to give by transmitting to you my 
thoughts on how election laws may be improved. 

I send you herewith suggestions that I know are not completely thought out. 
However, these ideas may be helpful to the committee during its consideration 
of the whole problem. 

With a thank you and kindest personal regards, I am, 

Sincerely yours, 
CHAN GURNEY. 


1. Should additional responsibility be placed on candidates by requiring 
political committees to get their approval before beginning to operate in their 
behalf? Yes, if money is spent by such a committee. No, if just a local com- 
mittee working on a volunteer basis. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a perma- 
nent or campaign basis? Each filing of expenses should contain names of those 
who collect or pay out campaign funds, and should be signed by such agents, as 
well as the candidate when he files. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? Monthly 
filings prior to election day and complete filing subsequently. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? Limits should be placed on all con- 
tributors, but I am not now close enough to the problem to hazard what the 
limit should be. Reporting should be the responsibility of the candidate or his 
agent. 

5. Have you any suggestions about modifying or eliminating ceilings on 
expenditures by candidates and committees? Reasonable ceiling, in direct ratio 
to State population, with first a basic amount granted to all States no matter 
what size. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? Yes; a poor candi- 
date would be penalized against a well financed candidate. 

7. Should Congress exercise its power to alter State laws relating to con- 
gressional elections (art. I, sec. 4, ch. 1) by superseding State limitations on cam- 
paign finances with a uniform Federal law? Congress should continue to judge 
correctness of campaigns of those seeking election to each body. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? No; providing national committees 
are required to report activities of all State committees as well as their own. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? Believe 
we should try this, if size of donation is limited. 
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INDIANAPOLIS, IND., February 7, 1957. 


DeaR SENATOR MCCLELLAN : I have been out of politics so long I fear I cannot be 
of much assistance to you, though I do appreciate your kindness in asking for 
my opinion. I will answer the questions to the best of my ability. 

Best regards. 

ARTHUR R. Rospinson. 


1. Should additional responsibility be placed on candidates by requiring politi- 
cal committees to get their approval before beginning to operate in their behalf? 
I think political committees should always have the candidates’ approval when 
acting in their interest. 

2. Would you recommend designation by every Member of Congress of a 
political or fiscal agent to be made a matter of public record on either a permanent 
or campaign basis? Yes, unless he desires to manage his own campaign. 

3. What changes would you suggest as to the timing, contents, and place of 
filing reports of campaign finances by candidates and committees? I am not 
sufficiently informed to give an intelligent answer to this question. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? I think so. 

5. Have you any suggestions about modifying or eliminating ceilings on expendi- 
tures by candidates and committees? No. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? I am not sure 
about this. 

7. Should Congress exercise its power to alter State laws relating to con- 
gressional elections (art. I, sec. 4, ch. 1) by stiperseding State limitations on 
campaign finances with a uniform Federal law? I believe the individual States 
should handle this themselves. 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? I think so. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? I doubt 
the advisability of allowing such deductions. 


PORTLAND, OrgEG., February 7, 1957. 
Senator JoHN L. McCLELLAN, 
Chairman, Special Committee To Investigate Political Activities, Lobbying, 
and Campaign Contributions. 


My Deak SENATOR: I thank you for the compliment of addressing to me your 
request and questionnaire under date of January 25, 1957. However, I doubt if 
I can be of much help although for more than 25 years I was elected and reelected 
to positions of public trust and authority in Oregon—once both political parties 
nominated me; once I carried every one of the 36 counties in the State, and twice 
I received more votes than any candidate had ever previously received for public 
office in the entire history of Oregon. 

My difficulty and final defeat was brought about by a subsidized and venal local 
press in Oregon—who write slanted and false news and similar editorials at the 
command of the private electric power trust, the banking monopoly, the timber 
barons, and such ilk with their interlocking boards of directors. In Oregon and 
other States in the Columbia River Basin, which has 44 percent of the potential 
hydroelectric energy in the United States, while we have neither native coal, oil, 
nor gas; the sacred cow is the private development and control for private profit 
of hydroelectric energy forever, as opposed to its development and control for 
the benefit of all the people. Woe unto anyone in public life who opposes in 
Oregon the special privilege seeking gentry. What Federal laws can affect this 
situation? I donot know. 

With kindest personal regards, I am, 

Very cordially yours, 
Rurus C. HoLtMaAN. 








1306 CAMPAIGN CONTRIBUTIONS, POLITICAL ACTIVITIES, LOBBYING 


DeExtTeR, MAINE, February 19, 1957. 
Senator JoHN L. McCLetrian, 
Chairman, Special Committee To Investigate Political Activities, Lobbying, 
and Campaign Contributions, United States Senate, Washington, D. ©. 

Dear Senator McCLetian: In response to your request for my comment on 
election practices and legislation, I am glad to give you the results of my ob- 
servation. 

I feel that limits on expenditures are very difficult of enforcement and [| 
would rather emphasize the very great importance and desirability of publicity 
as to expenditures and their source. This enables the public to determine 
somewhat as to what it is all about. 

This has been the accepted principle applied to newspapers for a generation. 
Their ownership and control is required to be published once a year under oath 
by the publisher of the paper concerned. The name of any holder of over 1 
percent of the stock or bonds of a newspaper is required to be disclosed. The 
public then knows whose voice is being heard and can judge accordingly. 

This legislation was the forerunner of legislation governing campaign ex- 
penditures, and in that sense they are all part of one pattern of “related laws’’— 
to give the public knowledge as to the sponsor. 

A glaring case of deliberate avoidance of this requirement as to newspapers has 
come to my attention and reveals a possible loophole in the law that cries loudly 
for correction if more and more serious cases of evasion are not to develop as 
financial pressures in political campaigns continually increase. 

In the instance referred to, out-of-State interests bought a financially weak 
paper of small circulation in Bangor, Maine. The paper was operated for a few 
years at steadily mounting losses, rising from $45,400 the first year to $203,800 
the last year or a total of $649,700. 

During all this time the assets were subject to a $50,000 first mortgage which 
was disclosed by the publisher as required by law. Its only assets were a 
considerably used printing press and certain other equipment and receivables 
which were sold for $60,000—just sufficient to pay the first mortgage. 

In a statement supplied the creditors at its sudden closing, a list of the names 
and addresses of all merchandise creditors and the amounts due was included. 
This showed current obligations of $97,300. 

Then there was added this very interesting and significant statement: 


“Special obligations payable to 4 individuals: 


Sn Ue TIN a i et ee hs ieee tadeiins $50, 000. 00 
Notes 


I ies saris ic cvipsemnnngsencinisintapinla tien teil talada iniismia cicadas 605, 492. 25°" 


Obviously the holders of notes (unsecured) in the amount of $555,492.25 were 
the ones really in control of this bankrupt property throughout most of the 
period of its publication. 

The names of these individuals have never been disclosed. Various rumors 
circulated as to their identity and demand was made for the disclosure of 
whoever was responsible for keeping it going only to be met by bland denials 
that “anybody’s” money was being “put into the paper.” 

My interest was aroused by the fact that the paper dedicated itself to an 
unprecedented campaign of vilification of myself and my public service and at 
the close of its brief and financially unsuccessful life the publisher boasted that 
the one thing it had accomplished was to remove me from public life. 

I do not mean to imply that was its sole objective, but it certainly subordi- 
nated its journalistic phase to this political objective as will be evident from 
the devotion of a very high percentage of its news and editorial columns to 
the campaign of vilification and also its complete financial failure. 

The pattern revealed here can be repeated in any State of the Union at any 
time. The great increase in publication costs are weakening many papers. 
Influencing policy through unsecured loans by financial or other interests, 
domestic or foreign, will offer a more and more inviting opportunity for 
exploitation in any States with close contests. Whether the device violates the 
letter of the law may well be argued but it certainly violates the spirit of the 
law and is susceptible of grievous abuse. 

It should also be noted that, on its closing in January 1954, the holders of 
the unsecured notes were entitled to deduct the loss from their income for 1954 
with a consequent sharing of the loss by the Government in an amount that 
might well run as high as 90 percent. 
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Whether the rumors as to the origin of these funds would have a pertinence 
in your investigation could easily be determined by finding out the facts. 

It would certainly appear that no one could justly object to disclosure. 

Who were the ones responsible for financing this campaign other than the 
nominal owners? Why were the names concealed in the statement sent the 
creditors? Was it justified on the ground that they were prepared to waive 
their losses rather than have their names revealed ? 

It may be asked what steps were taken to answer this campaign of smear and 
insinuation. The circulation of the paper was so small (6,000) that it was 
decided to ignore its effect. 

In the last week of the campaign, however, several hundred thousand reprints 
of all the charges and insinuations in newspaper form were distributed through 
out the State when it was too late to make any effective answer. This again 
illustrates the possibilities inherent in this situation. 

A newspaper makes a magnificent mask behind which to run a political cam- 
paign—particularly if its real control may be concealed. Please note that in this 
connection I make no charges whatever against my successful opponent. I have 
no evidence that he had any knowledge as to those who supplied the money for 
this particular phase of the campaign which the publisher claimed was a decisive 
factor in the result. 

Without reflecting at all on the qualifications of my opponent, it was evident 
that the campaign of this newspaper was motivated primarily by the deepest 
malice toward me and placed no limits on its vituperation. 

One may ask as to the law of libel. Whether or not the paper stayed within 
the law as to libel it was never profitable to determine, as it was hopelessly bank- 
rupt during the entire period of its attacks upon me. 

Two publications of a more responsible character which published certain of 
the charges against me have retracted and apologized upon investigation follow- 
ing court action, and a third paper has admitted the falsehood of its charges 
under the oath of its editor in a court action still pending. 

I shall be glad to appear before the committee in public or in executive session 
and furnish exhibits to verify my statements, and to furnish any further infor- 
mation that may seem pertinent. 

I shall also be glad to supply the committee with a draft of an amendment 
designed to close this loophole in the existing law as to disclosure of ownership 
and control of publications. 

Very truly yours, 


OwEN BREWSTER. 


St. Ienace, Micu., February 5, 1957. 
DEAR SENATOR MCCLELLAN: I am very glad to give my comments. I think the 
suggestion in No. 4 most vital, also difficult to cover. 
Sincerely, 
PRENTISS M. Brown. 


1. Should additional responsibility be placed on candidates by requiring politi- 
= committees to get their approval before beginning to operate in their behalf? 

es. 

2. Would you recommend designation by every Member of Congress of a politi- 
cal or fiscal agent to be made a matter of public record on either a permanent 
or Campaign basis? Yes. 

3. What changes would you suggest as to the timing, contents and place of 
filing reports of campaign finances by candidates and committees? In Michigan 
it is all right now. 

4. Should limits and reporting requirements be placed on individuals making 
large contributions in political campaigns? I think this is most necessary. 

5. Have you any suggestions about modifying or eliminating ceilings on ex- 
penditures by candidates and committees? Present situation about as well as 
can be done. 

6. Would any practical difficulties result relative to effective administration 
and enforcement of an amended act if ceilings are removed? I do not see any 
but think elimination would be unwise. 
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7. Should Congress exercise its power to alter State laws relating congres- 
sional elections (art. I, sec. 4, ch. 1) by superseding State limitations on campaign 
finances with a uniform Federal law? I think this should be done. How about 
primaries? 

8. Should Federal reporting be required from committees working entirely 
within one State for a Federal candidate? Yes. 

9. Should tax concessions in the form of a tax credit or of a deduction from 
gross income be allowed to encourage popular giving to campaigns? I do not 
favor any form of tax exemption. 
















“ 





